AN ACHIEVEMENT FOR MBA: 


Publication of Mortgage 
Banking by McGraw-Hill 
Book Co., sponsored by 
MBA and written almost 
exclusively by Associa- 
tion members, brings the 
first comprehensive text- 


book ever published on 
mortgage lending and in- 
vesting. Scores contrib- 
uted to this three-year 
undertaking, among them 
(top) Robert H. Pease, 
editor, and Dr. Homer V. 
Cherrington, associate ed- 
itor. Below, the editorial 
advisory board: H. J. 
Mendon, Los Angeles; R. 
B. Patrick, Des Moines; 
Frank D. Hall, New York; 
Dean R. Hill, Buffalo; and 
W. L. King, Washington. 
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Mueller 
HT ic) 


904 


Mueller Climatrol solves the problem of how to cool 
radiator or radiant-heated homes with the new 
Mueller Climatrol 904. A self-contained cooling 
unit complete with blower—the 904 has provisions 
for duct connections that make it ideal for radiator 
or radiant-heated home-cooling applications. It is 
also available with return and discharge grilles as 
shown. Trim, compact, highly efficient — there’s a 
size to handle most of your customers’ needs — 2, 
3, 5, 7Y2 tons. 


Commercial Units, too 

This same unit hits the nail on the head for com- 
mercial use in small groceries, barber shops, drug 
stores, apparel shops, florists, restaurants, etc. Fin- 
ished in handsome gunmetal gray — the 904 adds 
beauty to interiors wherever it is installed. 

Built to Mueller’s 96-year standard of high qual- 
ity — the 904 gives you the dependable service that 


Cool and 


Gentle as a 
ountain 
Breeze... 














means greater customer satisfaction. Be sure to 
investigate the 904 — it’s the latest product from 
the Big Name in Heating and Cooling. 


L. J. MUELLER FURNACE CO. 


2054C W. Oklahoma Avenue * Milwavkee 15, Wisconsin 
D-139A 


) Mueller Climatrol 


This is only one of many 
new items in the 1953 
Mueller Line. Write for the 
new Mueller Climatrol all- 
products catalog. 








PRESIDENT’S 
Column * 


PENSION FUND 
COMMITTEE 


This year we have established for 
MBA a new standing committee to be 
known as the Pension Fund Commit- 
tee. Oliver M. Walker, Chairman, and 
members of this committee are now 
making comprehensive plans to under- 
take to develop this field as an im- 
portant source of mortgage money. 

For the past several years there has 
been much talk of attracting pension 
fund investments to the mortgage 
field, but little has actually been ac- 
complished up to now, due largely to 
the fact that interest rates of insured 
and guaranteed loans have not been 
competitive with other types of invest- 
ments to which pension funds are 
more accustomed. In addition to cur- 
rent fixed interest rates, however, 
there are other problems, among them, 
a general lack of understanding of 
mortgages. Considerable educational 
work is needed. 

The committee proposes a broad 
approach to the subject, dealing in 
fundamentals for the time being. It 
will seek to clear the way for a gen- 
eral acceptance on the part of pension 
funds of the basic principles involved 
in mortgage loan investment, so that 
this source of mortgage money may 
be promptly utilized as soon as market 
conditions are more propitious. The 
immediate purposes are: 
>> To carefully survey the possibili- 
ties offered by pension funds as a 
source of mortgage money. 
>> To analyze the problems with 
which pension fund managers are 
faced in making and servicing mort- 
gage loan investments. 
>> To undertake to devise methods 
to overcome such obstacles. 

To provide our members with in- 
formation which will be helpful in 
the sale of mortgage loans to pension 
fund accounts. 

Satisfactory answers will be sought 
to numerous obstacles which exist 
from the viewpoint: of pension fund 
managers, including the lack of per- 
sonnel and accounting facilities nor- 
inally required to handle a mortgage 
loan portfolio and questions relating 
to compensation of trustees by pen- 
sion fund owners for the additional 
work which may be required of them. 

Already the committee has found 
the pension fund directors of some of 
the country’s largest corporations will- 
ing and anxious to give careful con- 
sideration to the possibilities offered 
them through investment in mortgage 
loans. The ground work now being 
laid gives excellent promise to our 
industry of favorable results in the not 
distant future. The committee will wel- 
come suggestions from our members. 
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Now... you can give home buyers 


bryants new “Command-Aire” Twins 


practical, attainable 




















Year ’round comfort . . . or the early “‘prospect” 
of it . . . is going to sell a lot of new homes this 
coming season. It’s a feature home buyers want, 
and for two reasons: First, for the added enjoy- 
ment it provides; second, for the extra value it 
adds to the home should the owner have to sell 
in the next few years. 

Now, with the introduction of Bryant’s ““Com- 
mand-Aire” Twins, builders can offer this sales- 
clinching feature in ai/ of their homes. Thanks to 
Bryant’s mass-production techniques, they can 
offer summer cooling for 30% to 50% less than 
heretofore . . . or, let the purchaser add cool- 
ing later. Either way the buyer gets a big 
“plus” and think what this can mean in the 
profitable selling of homes. 




















Unusually compact design permits hide- 
away installations of the ““Command-Aire” 
Twins—in closets or alcoves . . . in utility 
rooms ...in basements. Requires a mini- 
mum of 72¢ sq. ft. of floor space. (actually 
less than twin sanitary tubs). 
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Use one cooling unit . . . sell 100! By install- 
ing the ““Command-Aire” Twins in their 
model homes and leaving space for the 
cooling unit in the others, builders can offer 
“year ‘round conditioning” in ail their 
houses without additional investment. 


Air conditioner is independent unit with its 
own blower, air filter and controls. This 
eliminates need for air to pass through both 
units, improving both heating and cooling 
efficiency—and making for hushed operation. 
A Bryant “exclusive” in low-cost equipment. 


“the home of the future” today! 


make year ‘round conditioning 






See the 
“HOME OF THE 
FUTURE” 


Sales magic! Year round comfort conditioning at prices even “GI home 







Bryant’s ““Command-Aire” Twins, as you 


might guess, are matched heating and cooling 
units. Each operates separately, or they may be 


buyers” can afford, can be real sales magic for builders in ’53. They will 
get bigger crowds, more interested prospects, easier-to-sell customers . . . 


used together. And you can use gas or oil for 
heating, as both types of forced air furnaces are 
available. You also have a wide range of furnace 
sizes to choose from . . . as well as 2, 3 and 
5-ton capacities in the summer conditioning 
units. 

You will want to get all the facts on this new 
Bryant equipment as it can add to your profits 
in 1953. You'll be interested also in Bryant’s 
supporting program to help builders sell their 
houses. Ask your Bryant Distributor to give 
you the details . . . or write Bryant Heater Divi- 
sion, 17825 St. Clair Avenue, Cleveland, Ohio. 


better bunimeed fet builder 


National advertising will pre-sell 
Bryant *“‘Command-Aire”’ year 
*round conditioning to millions this 
spring and summer, also carry the 
names of leading builders who are 
featuring ““Command-Aire”’ instal- 
lations in their homes this year. 


and make more money on their houses. 


Local promotion and publicity can 
tie the builder into the big national 
advertising program. We’ll help pre- 
pare the material and get it into 
local papers. The ‘“Command-Aire”’ 
Twins are “news” — news builders 
can use to advantage. 





























**On-the-site”’ selling helps, especially de- 
veloped for use by builders, will point up 


the hermetically 
and 3-ton 


Five-year warranty on 
sealed compressors of the 2 


Sales Training is another important feature 
of Bryant’s new ‘Command-Aire” pro- 


“Command-Aire” Cooling Units has tre- 
mendous appeal to home buyers. They will 
also appreciate the fact that factory-trained 
experts are close at hand. 


the extra comfort—extra value—of year 
round conditioning, also the many advan- 
tages of a ““Command-Aire”’ installation to 
home buyers, both today and tomorrow. 


gram. Qualified representatives are available 
to aid builders’ salesmen in selling summer 
cooling most effectively. This can add sub- 
stantially to builders’ profits. 
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PROTECTING CALIFORNIA TITLES 


Home Office 
Los Angeles 





When selecting a title insurance company, the man of good judg- 
ment considers the demonstrated soundness of its management 
and the assets back of its policies. 

Title Insurance and Trust Company, with capital, surplus, and 
undivided profits of more than $32,000,000 accumulated through 
conservative management over the half century of its existence, 
offers in twelve southern California counties the best safeguard 


for buyers and lenders. 





TITLE INSURANCE AND TRUST COMPANY 


433 SOUTH SPRING STREET + LOS ANGELES 13, CALIFORNIA 
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There are quality mortgage investments 


for you in the new 


Gunnison lalisman 


@ No wonder the new Gunnison 
Talisman Home is creating enthu- 
siastic interest wherever home- 
buyers read about it. Here at last is 
a home that offers them the features 
they want at a price they can afford. 
Designed by a famous architect, the 
ralisman is handsome, convenient, 
completely modern . . . and it’s the 
first home in its price range to offer 


@(iunnison Homes 


summer air-conditioning and an all- 
electric kitchen and laundry. 

When you put your mortgage 
money in a Talisman Home—or any 
of the other Gunnison Homes—you 
know that you're investing in the 
product of an established company. 
Contact your local Gunnison dealer 
for superior mortgage opportunities 
in the $6500 to $12,000 range. 


Manufactured by Gunnison Homes, Inc., New Albany, Indiana. 


UNITED 


9 Sm 


ei 


“Gunnison” and ! 





Some of the outstanding features 
of the Talisman: 


@ Picture window 

®@ Convenient traffic arrangement 
@ Three large bedrooms 

@ American kitchen 

© Perimeter heating 

® Carrier air-conditioning* 

@ Wood-paneled interiors 

® Sliding closet doors 

@ Permaglas water heater 


®@ Hotpoint electric kitchen and 
laundry equipment* 











Gunnison Homes, Inc. 

| Dept. MB-33 

| New Albany, indiana 

Please send me free copies of your new 


booklets, “Gunnison Homes Pian For Better 
Living” and “Let's Cheose A Gunnison 


“Talisman” — Heme.’ 
trade-marks of 
Gunnison | DOMED 2c ccccccccccccccccccccccccoscsecs 
Homes, Inc. | 
| CORPSBY < occ cccccdocceccceccccvceeeess 
| RBBB so 0.6 0. 600.6:00,000600068400006900600 
i actninciubcdanens Gk. dsckscies 
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CHICAGO TITLE AND TRUST 
COMPANY 


111 West Washington Street ¢ Chicago 





CONDENSED BALANCE SHEET 
4s of December 31, 1952 








ASSETS 


Cash Se ae 
Marketable Securities (at cost) 
U. S. Government Obligations 
State and Municipal Bonds 
Other Bonds and Preferred Stocks . 
Common Stocks . 
First Mortgages . 


Less Reserve for Market Fluctuation 


Accounts Receivable (less reserve) 

Sundry Loans and Investments 

Real Estate (less depreciation ) 

Stocks of Associated Title Companies (at cost) 
Chicago Title and Trust Building Corporation 
Title Records and Indexes 


Total Assets 


* Market Value $42,811,500 


LIABILITIES 


Trust and Escrow Cash Balances 
Cash Deposits as Indemnity against 
Specific Title Guarantee Risks 

Accounts Payable 
Accrued Taxes Payable 
Reserves for Losses and Contingencies 
Capital Funds 

Capital Stock . 

Surplus . — 

Undivided Profits 


Total Liabilities 


$ 3,876,759 


$25,625,094 
4,044,184 
5,623,050 
4,755,553 
184,601 


{0,232,482* 
5,070,202 35,162,280 


764,397 
524,396 
102,338 
924,704 
5,500,000 
1,500,000 


$48,354,874 


$14,602,711 


2,331,753 

127,588 
1,429,939 
4,146,928 


$12,000,000 
10,000,000 
3,715,955 


25,715,955 
$48,354,874 


Assets in the amounts provided by statutes of Illinois have been pledged to 
qualify the Company to do business and to secure trust and escrow cash balances. 
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~ National Homes 
Builders. . . 


consistently offer 
the lowest 
price and the 
highest value 


in Homes” 


é 


H oned 


ae... 
le? ae 
. +a ne 2 








@ This fact was disclosed by an unbiased survey 





conducted by James C. Downs, Jr., President, Real Estate 
Research Company, Chicago. His report states: 

“It can be said conclusively that in areas in which 
National Homes builders operate, they are consistently 

in a position to offer the lowest price and the highest 
value in the markets which they are serving.” 

Another big reason why mortgages on National Homes 


are such sound long-term investments! 


inquiries are invited from financial institutions seeking 


steady sources of supply for home mortgages 





National Homes prefabricated panels and struc- 
tural parts as they leave the assembly plant carry 
the Good Housekeeping guarantee seal and the 
Parents’ Magazine seal of commendation as ad- 
vertised therein. 
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He Asked Permission to Stay 


Major William E. Barber, USMC 
Medal of Honor 






a 


Ir WAS DURING the Chosin Reservoir withdrawal. 
Eight thousand weary marines lay besieged at 
Yudam-ni; three thousand more were at Haga- 
ru-ri, preparing a breakthrough to the sea. Guard- 
ing a frozen mountain pass between them, Major 
Barber, with only a company, held their fate in his 
hands. Encirclement threatened him; he was 
ordered to withdraw. But he asked permission to 
stay, and for five zero-cold days the company held 
the pass against attack. The Major, badly wound- 
ed, was carried about on a stretcher to direct de- 
fense. When relief came, only eighty-four men 
could waik away. But Major Barber’s action had 


been decisive in saving a division. 


“I know,” says Major Barber, “that you at home 
realize what hard jobs our sons and brothers are 
doing in America’s armed forces. Maybe you 
haven't realized that you're helping those men— 
whenever you invest in Bonds. True, Bonds are 
personal financial security for you. But they also 
strengthen our economy —to produce the good 
arms and food and medical care that make our 


men secure.” 


Peace is for the strong! 
For Peace and Prosperity save with 
U. S. Defense Bonds! 


Now E Bonds pay 3%! Now, improved Series E Bonds 
start paying interest after 6 months. And average 3% in- 
terest, compounded semiannually when held to maturity! 
Also, all maturing E Bonds automatically go on earning— 
at the new rate—for 10 more years. $18.75 can pay back 
$33.67. $37.50 pays $67.34. And so on. Today, start invest- 
ing in U. S. Series E Defense Bonds through the Payroll 
Savings Plan at work. 


The U. S. Government does not pay for this adver- 

tisement. It is donated by this publication in cooper- 

ation with the Advertising Council and the Magazine 
Publishers of America. 
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Million or More 
Starts This Year 


Says EWAN CLAGUE 


Commissioner, Bureau of Labor 
Statistics, U. S. Department of Labor 


HE position of the homebuild- 

ing industry in our economy is 
much like that of a rider astride two 
horses—it is an investment industry 
which is subject to some of the forces 
that determine the fate of consumer 
goods industries. In a year of relative 
stability at high levels, homebuilding 
should enjoy a favorable climate. In 
fact, there is more agreement among 
the forecasters than at any time in 
the past seven years. The consensus is 
that a million to a million one hun- 
dred thousand dwelling units will be 
started during 1953. 


Most of the elements that home 
builders have to consider in their daily 
operations seem likely to be moder- 
ately stable during the present year. 
The prices of building materials have 
been unusually steady during 1952. 
There are no factors now in sight 
which point to any important change 
in 1953. Because of increased compe- 
tition of other substitute materials 
there is some likelihood that lumber 
prices may move downward a bit 
more. Ample supplies of building ma- 
terials seem assured. 

There will be an adequate supply 
of skilled and unskilled labor. Al- 
though local conditions will result in 
a few spot shortages, there will also 
be other areas where a surplus of 
labor will exist. As is almost in- 
variably the case during periods of 
full employment, wage rates will prob- 
ably go up, although these changes 
will not be large enough to affect 
construction costs significantly. And 
with the continued high rate of per- 
sonal savings in the institutions which 
provide the bulk of residential mort- 
gage funds, money should be available 
as it has been this past year. 

I believe that in 1953 builders will 
have a chance to operate with fewer 
impediments than at any time since 
1941. It appears unlikely that credit 
controls will be reimposed, although 

(Continued page 36) 





MORE HOUSE 
.. Better Security 








PREFABRICATION 


Building dollars go further in 
today’s market—buy more house 
—when builder and owner take 
advantage of the economies and 
efficiency of prefabrication. Well- 
designed, well-engineered, prefabri- 
cated homes provide an important 
extra margin of safety for long 
term investment—are filling a big- 
ger section in America’s home mort- 
gage portfolio. Write for free book, 
“Build Better, Build Sooner.” 


PREFABRICATED HOME 
MANUFACTURERS’ INSTITUTE 
942 20th St. N.W. ° Washington 6, D.C. 


Vv BUILD SOONER 
Vv COMPLETE QUICKER 
Vv SELL FASTER 
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PREFERRED AND OFTEN REQUIRED 


Many corporate investors in real. estate securities prefer and fre- 


quently require title policies of Lawyers Title Insurance Corporation. 


There is no other tithe insurance company with so much to offer in 
financial strength, in national reputation and in knowledge of the 


title insurance business. 


Comparison is invited. A financial statement will be gladly furnished 


upon request. 


( Virginia ) 


lawyers Title [nsurance (Corporation 


Operating in New York Shale as (Virginia) Lawyers Tille Ins 


Home Office ~ Richmond Virginia 





TITLES INSURED THROUGHOUT 33 STATES, THE DISTRICT OF COLUMBIA AND 
THE ISLAND OF PUERTO RICO. BRANCH OFFICES at AKRON «+ ATLANTA 
AUGUSTA * BIRMINGHAM * CAMDEN « CINCINNATI * CLEVELAND 
COLUMBUS (GA.) * COLUMBUS (O.) * DALLAS * DAYTON * DECATUR 
DETROIT * MIAMI * NEWARK * NEW ORLEANS * NEW YORK * PITTSBURGH 
PONTIAC * RICHMOND + SAVANNAH * SPRINGFIELD (ILL.) * WASHINGTON 
WILMINGTON * WINSTON-SALEM AND WINTER HAVEN. REPRESENTED BY 
LOCAL TITLE COMPANIES IN MORE THAN 150 OTHER CITIES. 
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What It Will Take To 
SIDESTEP A SLUMP 


By DR. EDWIN G. NOURSE 


HAT is there in our present sit- 
uation, in our national economic 
institutions, in our national codes or 
practices of business and political be- 
havior which would expose the econ- 
omy to the threat of a major depres- 
sion at any time during the next four 
years? In the year-end business sum- 
maries, the New Year’s prognostica- 
tions and the appraisals currently be- 
the state of 
President Eisenhowe1 


ing made of economic 
the nation as 
and the Republicans take over, one 


finds a predominant note of great 


optimism. Not only are production 
indexes unprecedently high, unem- 
ployment phenomenally low, and 


prices apparently stable. Added to 
this, profits for 1952 held unexpect- 
edly close to the peak level of 1951, 
and there are widespread expressions 
of faith that they will do at least or 
nearly as well in 1953. But here and 
there hears a discordant 
from those who are not so sure the 
business cycle has been licked, those 
who—indulging in “anthropomorphic 
symbolism”—talk of a “tired boom,” 
or those who see “vulnerabilities” in 
the business structure behind its im- 
pressive facade of prosperity. But. 
with skies continuing bright day after 
day, there are more and more recruits 
to the chorus of those who confidently 
sing, “It ain’t gonna rain no more.” 


>>? BUILT-IN STABILITY: While 


some of the prophets of a new era 


one note 


of stabilized prosperity stress the me- 
chanics of the 
others emphasize its psychological as- 
pects. The freshest note in the new 
gospel is sounded by those who pin 
their faith to the “built-in stabilities” 
of the new economic system, installed 
by governmental engineers and archi- 
tects during the past quarter-century. 

This view was strikingly put for- 
ward in the Economic Report of the 
President on January 14. After looking 


economic process, 


In few periods of the American past has a year 
started with such general agreement that the out- 
look was good and that a satisfactory 12 months 
was ahead. But what of the longer term—the 


next four years for instance? 


That’s what Dr. 


Nourse is concerned with here, the larger future 
when many important problems will have to be 
solved taking into account actions we have taken 
in the past two decades. His proposition is “‘What 
government should and should not do to prevent 


a major depression.” 


He comes up with seven 


specific things the government ought to do and 
five it should avoid if we’re going to sidestep a 
slump—a slump which some professed to see in 
the offing not too long ago but which few seem to 
expect now. Dr. Nourse lectured at the MBA-NYU 
course and was formerly chairman of President 
Truman’s Council of Economic Advisors. 


back at the splendid achievements of 
his Administration and the Demo- 
cratic regime in general, Mr. Truman 
pointed to what he called “reenforce- 
ments against economic fluctuations.” 
Adroitly sidestepping personal respon- 
sibility for appraising the strength of 
these built-in stabilizers, he appealed 
to an anonymous host of unseen wit- 
nesses to testify as to what had been 
done to make a continuation of pres- 
ent prosperity possible—if only the 
situation is not bungled by the new 
Administration. Note this section: 
“During recent weeks, a variety of 
commentators far and wide have 
noted the profoundly protective and 
stabilizing elements which have been 
built into our economic system during 
the past quarter-century. There is 
now a rather prevalent view that the 
danger of any economic set-back get- 


ting out of hand during the next few 
years is minimized by broader and 
fairer distribution of income among 
individuals and economic groups; a 
more progressive tax system which au- 
tomatically adjusts in part to changes 
in business conditions; a level of pub- 
lic expenditures which, while we all 
want to see it lower as soon as world 
conditions permit, stabilizes demand 
and stimulates private investment; 
unemployment compensation and the 
rest of the social security system; 
farm price supports; a far more shock- 
proof system of banks and securities 
exchanges; the greater firmness of 
wage rates due in part to strong 
unions; and more enlightened business 
practices with respect to pricing, mar- 
keting, collective bargaining, and in- 
vestment planning. And not the least 
of the stabilizing effects of these pro- 
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grams is the increasing confidence in 
the maintenance of prosperity which 
they inspire.” 

It should in fairness be noted that 
Mr. Truman went on to recognize 
that this not the whole story. 
“Many of domestic 
problems have not been solved. . . 
We may face in the future, particu- 
larly when defense spending can safely 
be reduced, more serious tests of our 
ability to avoid depression than those 
which occurred since World 
War II. It would be imprudent 
to rely excessively upon the stabilizing 
factors already in being.” These quali- 
fications the staff elaborated with 
keen insight and broad balance in the 
President’s Council of Economic Ad- 
visors’ review accompanying the Presi- 
dent’s Economic Report. 


was 


our economic 


have 


>> AS OTHERS SEE IT: Mr. Key- 
serling, however, inserted an “ampli- 
fying note” designed to restore the 
confidence theme to the 
Apprehensive that the public would 
not fully that the report 
did not adequately expound his “re- 
iterated interest in the philosophy of 
an expanding economy,” he exhorted: 
“Today, with crying needs for our 
exportable products among millions 
of free people throughout the world 
whose very freedom is imperiled by 
want, with numerous families in the 
United States in need of a better 
standard of living and a vast majority 
of the people of the United States 
well able to benefit by a still higher 
standard of living, with the chances 


document. 


grasp or 


possibly 50-50 that the world situation 
may call for an intensification rather 
than a slackening of our international 
and with the Soviet Union 
and its satellites pursuing an increas- 


efforts, 


relentless course, it would in- 
be 
segment of our own people doubted 
will be able fully to use 
our current productive capacity, in- 
realizing that we have the 
brains immeasurably to increase ou 


ingly 


deed ironical if any substantial 


whether we 
stead of 


economic and political security in the 
the 
weapon of our ever-increasing pro- 
ductive ability fully from its sheath.” 

Mr. Clark of the Council 
farther than either Mr. Truman or 
Mr. Keyserling down Confidence 
Lane. In a “separate note” he dis- 
associated himself from the Council’s 


most profound sense by drawing 


went 
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analysis of needs, prospects and poli- 
cies, and said: 

“Continued government expendi- 
tures for goods and services upon the 
planned mobilization scale will, in my 
opinion, support a fully employed 
economy. If business slows down, the 
policies adopted during the past 20 
years should bring about an early re- 
versal of the downward trend, as they 
did in 1949, without any additional 
action by government. If trouble de- 
velops in the economy by 1955, it 
will be due to conditions, international 
or political, which are outside the 
ordinary processes of the domestic 
economy and which cannot be fore- 
seen now.” 
>>? MILD AND BRIEF? I’m not 
surprised in any one of these three 
quotations—all parts of the valedic- 
tory of the departing Administration. 
What I am surprised at — and more 
puzzled by—is the extent to which 
business executives and business econ- 
omists—-neither Democrats nor New 
Dealers—have joined in this care-free 
chorus. Not only do these spokesmen 
from the business world express con- 
fidence that 1953 will be a year of 
good business but, again and again, 
they voice the assurance that any 
downturn, when it comes, will be 
“mild and of short duration.” They 
lay great stress on the fact that hous- 
ing starts remain unexpectedly high, 
that industrial and commercial inten- 
tions to expand or improve are well 
up to those of last year, and labor’s 
weekly earnings still rising rather than 
falling off. 

To me these expressions seem more 
reminiscent of businessmen’s short- 
sightedness on past occasions than 
convincing as to the economic sta- 
bility of our future. With both Dem- 
ocrats and Republicans lauding the 
importance of business confidence, it 
is worth remembering that, while a 
lack of confidence is indubitably a 
weakening feature in an enterprise 
economy, more confidence will not 
indefinitely shore up a shaky economic 
structure. 

Take a little 
foundation on 
structure of 


closer look at the 

which the present 
confidence is being 
erected. First is the reliance on the 
innate vigor of our economic expan- 
Sometimes it stresses popula- 
tion growth, sometimes the advance 


sion. 


in technology, sometimes the rising 
standards of living, sometimes the im- 
provement in our economic institu- 
tions. To a considerable extent, there 
has been a tendency not so much to 
bother with analysis of any particular 
source of strength in the future out- 
look as to express confidence in our 
new leader—to believe that with Mr. 
Eisenhower and the Republicans we 
shall clean up the “economic mess in 
Washington,” return to economic 
soundness, and stabilize prosperity. 


Personally, I think that to rely on 
either the physical factors of popula- 
tion growth and technological prog- 
ress or the spiritual factor of “sound 
leadership” requires some further ex- 
amination. 


>> HOW WILL WE BEHAVE? 
Grant that we are in a “growth 
situation” and that we have a much 
better institutional set-up in general 
than in 1929 (even though there are 
still some “bugs” in it), the issue still 
comes down to one of how responsible 
individuals and powerful groups will 
perform under the conditions that 
will be presented during the next 
few years. Here I find more causes 
for uneasiness than for confidence. 
First, re-examine the basis of the 
confidence we have in the “new man- 
agement” that has just taken over. 
Apply this analysis to the problem 
of how the human mass that makes 
up our economy will behave under 
the situations likely to develop under 
this new management. 


There is a basic contradiction in 
the explanation given for business 
confidence in the next five years. One 
is based on the commitments made 
for high-level government spending, 
the accompanying high business 
spending, and the resultant high con- 
sumer spending. The other rests on 
the faith of businessmen and private 
citizens that the new Administration 
will bring sound management into 
governmental affairs. But we can’t 
have it both ways. If President Eisen- 
hower and the Republican Adminis- 
tration really keep their promise to 
balance the budget, restore the value 
of the dollar, eliminate waste, and 
bring about efficiency in all govern- 
ment operations, there must be a 
decline in government spending, a 
weakened inducement for business 
spending, and a lessened power of con- 


sumer spending. Government econ- 
omy is a consummation devoutly to 
be wished, but its implications for 
the market in which manufacturers 
and merchants, bankers, farmers and 
working people deal must not be 
overlooked. 


>> $10 BILLION CUT? If the 
budget is balanced by pruning $10 
billion of prospective expenditure 
from government operation, there 
will be $10 billion less of immediate 
payroll and procurement to support 
the market as it is now operating. 
Will an offsetting $10 billion of pri- 
vate wages and purchases come into 
the market? This is a substantial 
reconversion operation. I don’t say 
that it cannot be effected by the 
technological skill, the economic so- 
phistication and the economic en- 
terprise of our people. But I think 
that, instead of its being an automatic 
process either of the Unseen Hand 
of classic tradition or the seen mecha- 
nisms of built-in stability, it will take 
a lot of doing by business firms and 
individuals, possessed both of eco- 
nomic savvy and of good will. It 
will at best take some time to effect 
the transition and some patience and 
tolerance during the lag. 

In the camp of the optimists, it is 
argued that our rising productivity 
blunts the danger of inflation and 
that the expanding flow of goods 
provides for rising standards of living 
and adequate incentive to both em- 
ployer and employee. It may, how- 
ever, be argued with equal cogency 
that this rising productivity is itself 
the economic problem of our times 
rather than the answer to the problem. 

From certain labor union leaders 
as well as from professional econo- 
mists, we hear that the pending prob- 
lem is that of “learning to distribute 
abundance.” Labor’s fight for what it 
regards as its fair share has been one 
aspect of the inflation process of the 
last seven years and it can hardly be 
doubted that an even sharper struggle 
to capture the fruits of that produc- 
tivity will take place when and as 
the necessity for military drain abates 
or as the fruits of government reor- 
ganization in the interest of efficiency 
and economy materialize. At the 
same time, there is grave apprehen- 
sion on the part of management lest 
labor’s use of its power may result in 


wage advances more rapid than pro- 
ductivity advances, with the resultant 
dangers either of continued inflation 
or of impairment of management’s 
ability to provide jobs or to provide 
workers with the most adequate 
equipment in those jobs. 

There is mechanically possible a 
solution of this problem of division 
of product so functionally correct as 
to permit continuance of the produc- 
tive process in full quantity and con- 
stantly improving quality. But the 
rigidities of big corporate price ad- 
ministration and of big union wage 
administration, make it hard to come 
at. 


>> GREATEST THREAT: I believe 
that right here is the greatest threat 
to the continuation and stabilization 
of prosperity in the years just ahead. 

The real nature of our inflationary 
boom and the logic of a stabilization 
program will be grasped only if we 
keep firmly in mind the tri-partite 
character of the economic process. 
The three sub-processes involved may 
be labelled respectively fiscal, mone- 
tary, and market. With heroic sim- 
plification, one can say that the in- 
flationary situation in which we have 
been living derived from three sources: 
First, lavish Federal spending which 
always threatened and frequently in- 
volved deficits; second, easy credit 
policies which, on the one side, im- 
plemented the above-mentioned fiscal 
policies and, on the other, facilitated 
price inflation in the private market; 
and third, spiralling wage-price ad- 
vances, condoned by many features 
of government policy or practice and 
aggravated by government competi- 
tion for scarce goods and a tight 
labor supply. 

The significant point is that the 
fiscal and monetary parts of the 
problem have been faced, and to a 
considerable extent dealt with, during 
the past year and a half, whereas the 
third, that is the process of market 
adjustment, has been dealt with in 
only fragmentary fashion. It con- 
stitutes the prime threat to continua- 
tion of our prosperity throughout the 
next four years. It will tend to be- 
come more acute in proportion as 
the government’s policy of dealing 
with the fiscal and monetary issues 
proves to be vigorous and successful. 

No one was louder in his expres- 
sions of fear than I was in 1950 and 


most of 1951 lest inflation get out of 
hand. My fears, however, were con- 
siderably assuaged by the arrival of 
the Federal Reserve System “accord” 
with the Treasury and by the accept- 
ance by the Defense establishment of 
a “stretch-out” schedule for the mo- 
bilization program. The new Admin- 
istration is pledged to continue and 
extend both these sound policies. 
While this is excellent as far as it goes, 
it does not seem to me to justify the 
complacency entertained by the op- 
timists which is based on the assump- 
tion that we can go on indefinitely at 
the present high level of prices, profits, 
wage escalation, and plant expansion 
of 1951 and 1952. 


>> SHOW-DOWN COMING: I con- 
tinue to argue, as I have for some 
time past, that sooner or later we must 
face a show-down between two ide- 
ologies in our private business world. 
Whatever government may do as 
spender and taxer, whatever the Fed- 
eral Reserve and our bank system 
may do about credit, the final deci- 
sion as to whether production goes on, 
whether our labor force is employed 
and our goods get sold depends on 
whether the two major parties to pri- 
vate employment can agree on work- 
able terms of trade. If they come to 
an impasse; if the “irresistible force of 
union demands meets the immovable 
body” of employer resistance, strikes 
and shut-down will rise in number 
and volume. People disemployed at 
one plant become poorer customers 
of other plants. Consumer buying 
declines not merely through smaller 
pay envelopes but also through 
greater caution in spending what they 
do contain. The slower movement of 
goods from the shelves means fewer 
orders to the manufacturer, less pur- 
chase of materials, still further dis- 
employment, and the postponement 
of building plans. I find it hard to 
agree with those who feel that any 
recession that might develop in the 
next few years would be moderate 
and brief. 

What I have described is the fa- 
miliar downward spiral of depression. 
While it is true that farm supports, 
unemployment compensation, other 
parts of the social security system, and 
the relative relief from tax payments 
under our progressive system applies 
some brakes to this process that did 

(Continued page 32) 
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Time to Re-examine Role 
of Uncle Sam in Mortgages 





Uncle Sam didn’t actually get in—he was invited in. And this may surprise 
many lenders today— it all began more than 40 years ago. That’s so far back 
that most mortgage lenders probably have forgotten the circumstances. But 
it’s a story that ought to be recalled for the lender of today, as Mr. Pettibone 
did for Chicago MBA members, because the federal government’s slow but 
steady intrusion into the field of real estate financing has reached vast size. 
Mr. Pettibone tells here how it started and how one step led to something 
else until now Uncle Sam has an important stake in all the various activities 
which make up this business. All this leads to the conclusion which Mr. 
Pettibone emphasizes forcefully—that it’s time to re-examine the events of 
the past four decades and adapt what we find to what we ought to do now. 
Mr. Pettibone is president of Chicago Title and Trust Company and actively 
interested in anything that’s good for real estate financing. 





IRTY-ONE who 
make a living 


did 


federal 


years ago we 
estate 
Uncle 
taxes, no 


from real 


financing not encounte 


Sam. No income 
federal control of 
rents or mortgage 
practices, no fed- 
ove! 


eral control 


construction ma- 
no federal 
par- 
the 
business 
like 


decades 


terials, 
government 
ticipation in 
mortgage 

it was all 
that 


ago 





four 


H. D. Pettibone 


But during this 41 year stretch, we 
have changed to ever increasing gov- 
ernmental participation. For a quick 
summary, call to mind these federal 
agencies which have been set up and 
with the 
mortgage business during this period: 
Federal Land Banks, Joint Stock Land 
Banks, 


poration, Home Owners Loan Corpo- 


have had close relations 


Reconstruction Finance Cor- 
ration, Federal Housing Administra- 
tion, Federal National Mortgage As- 
sociation, Administration, 


Securities and Exchange Commission. 


Veterans 


Federal Deposit Insurance Corpora- 
tion, Federal Savings and Loan In- 
Housing and 


Home Finance Agency, etc 


surance Corporation, 
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By HOLMAN D. PETTIBONE 
Why did we get to where we are? 
The Federal Government did not, by 
its own motion, force itself upon hous- 
and real estate financing. In- 
stead, new concepts of government, in 
with its citizens, and a 
series of events or ““emer- 
gencies,” have brought about this re- 
sult. Here are seven of those mile- 
stones on the road 
and this might be an appropriate time 
to take a look back. 

>> FARMERS IN TROUBLE: In 


ing 


its relation 
so-called 


we've traveled 


1916 hard pressed farmers could 
not obtain mortgage funds. This 
led to creation of twelve Federal Land 
Banks, each operating in a Farm 
Credit District. Land banks make 
long-term loans through national 


farm loan associations upon first mort- 
farm lands tax 
exempt farm loan secured 
thereby. The Federal Land Bank sys- 
tem is cooperative and is completely 
farmer owned. A borrower purchases 
stock in the association in an amount 


gages on and issue 


bonds 


equal to 5 per cent of his loan. Loans 
are made direct to association mem- 
bers only. The association is exempt 
from federal, state, municipal, and 
local taxation, except taxes on real 
estate it may acquire. 

Under this same Federal Land 
Bank Act of 1916, 49 regional Joint 


Stock Land Banks were established. 
They were privately owned. Funds 
came from capital supplied by the 
stockholders and from sales of tax 
exempt bonds up to fifteen times the 
capital and surplus of the issuing 
bank. Loans were made in the home 
state of the bank and not more than 
one contiguous state. These banks 
issued bonds at low interest rates and 
were not permitted to charge on mort- 
gages more than | per cent above the 
bond rate. 

In 1933 Congress directed that all 
Jeint Stock Land Banks go out of 
business and liquidate. They could 
not bail out the farming business in 
the midst of the economic collapse of 
the 1930s. Federal subsidy of farmer 
earnings power and control of farm- 
ing operations had to come in to do 
the job. Federal activities included 
price support for farm products, regu- 
lation of the nature and volume of 
farm production. Aid and control 
still continue in 1953. 
>> HOME OWNERS’ TROUBLE: 
Failure of home owners to make 
mortgage payments with accompany- 
ing distress of mortgage lenders who 
were denied opportunity to realize on 
their mortgages because of mora- 
torium laws or other circumstances 
led to organization of Home Owners 


Loan Corporation. 

The overall financial accomplish- 
ment of this Corporation was to put 
$3.1 billions of new money into re- 
financing about one million home 
mortgages. It made enough profit to 
cover cost of operation. It succeeded 
in its rescuing operation. It also in- 
troduced and sparked the use of fif- 
teen to twenty year, fully amortized, 
loans on homes, in place of the cus- 
tomary five year mortgage calling for 
little or no principal prepayments. It 
ceased to do business because activity 
of other federal agencies in the field 
of home financing made continuation 
of the Corporation’s work unnecessary. 


>> BONDHOLDERS AND BANKS: 
In the 1930s holders of defaulted real 
estate bonds called for aid from the 
Reconstruction Finance Corporation. 


Jesse H. Jones, Chairman, says in 
his book Fifty Billion Dollars, My 
Thirteen Years with RFC 1932-1945 
“What is the largest single type of 
investment in which the American 
people put their money? It isn’t rail- 
roads or highways or insurance poli- 
cies or savings accounts or corporate 
stocks and bonds. It is the mortgage 
on real estate. From the ten-acre 
farm to the tallest skyscraper, almost 
every piece of property in the country 
has carried a mortgage at one time or 
another. Mortgages have financed the 
construction of nearly every home, 
factory, store, or office building in 
this country. 

“During the depression the almost 
measureless market for mortgages 
went into total eclipse. The RFC 
helped bring it back into the light 
of day—and also into the light of 
reason.” 

He estimated total urban mortgage 
debt in 1932 at more than thirty-five 
billion dollars. Of this total, nine 
billions was held by commercial banks 
and trust companies and mutual sav- 
ings banks; seven billions by building 
and loan associations; six billions by 
life insurance companies. Five billions 
was in real estate bonds held by the 
public. 


Difficulties of banks, many of which 
had large mortgage holdings, brought 
about public pressure for adoption of 
the Federal Deposit Insurance Cor- 
poration Act of June 16, 1933. Orig- 
inal guaranty was for each deposit up 
to $2,500. This was subsequently in- 


creased to $5,000 and now to $10,000. 
Demand for this guaranty sprang in 
part from the inability of banks to 
convert mortgages into cash in a pe- 
riod of stress. It continues to be an 
important factor in the mortgage loan 
activities of banks which are active 
lenders on home mortgages. 

The financial commitments of RFC 
directly and through sub-agencies and 
of FDIC have run into billions of 
dollars. For the last several years 
chief emphasis has been in the area 
of stimulating business activity rather 
than rescuing enterprises in distress. 
2> FEDERAL CONTROLS: Prob- 
lems arising in connection with real 
estate bond financing and the fore- 
closure and reorganization of proper- 
ties standing as security for such 
bonds brought about extensive inves- 
tigations and regulations by the Secu- 
rities and Exchange Commission in 
the early 1930s. 

The famous Section 77b of the Fed- 
eral Bankruptcy Act was adopted in 
1934. Under an entirely new concept 
of reorganization instead of liquida- 
tion, federal laws and federal courts 
and federal agencies supplanted state 
laws and state courts in thousands of 
cases involving mortgage defaults. The 
federal procedure is still available. 

World War II and the subsequent 
defense program have produced nu- 
merous Federal controls: wage stabil- 
ization, material allocations, confisca- 
tory taxes, price controls including 
rent control. 
>> PUBLIC HOUSING: The Na- 
tional Industrial Recovery Act was 
adopted by Congress in 1933. In con- 
nection with this Act there was ap- 
propriated the first federal money to 
be used for public housing. The stated 
purposes were to stimulate employ- 
ment in the building trades and to 
clear slums. The administration of 
the public housing features of this 
Act passed through various federal 
agencies until in 1937 there was cre- 
ated the United States Housing Au- 
thority. The major purpose of this 
Authority was to supply good living 
accommodations for unable 
to pay full economic rent. It involves 
a continuing subsidy from public 
funds for housing. In this program, 
a welfare objective has been recog- 
nized as outweighing considerations of 
mortgage credit or self sustaining eco- 
nomic elements. 


persons 


»> HOUSING DEMAND: Shortage 
of housing (real and artificially pro- 
duced through rent control) during 
and after World War II, increased 
the use or brought about the creation 
of numerous federal agencies includ- 
ing Federal Housing Administration, 
Veterans Administration and “Fanny 
May.” Federal funds were made 
available for aid in eliminating local 
slums. 

>> MORTGAGE MARKET 
WANTED: Government guarantees 
lie at the base of the tremendous in- 
crease in the volume of home mort- 
gages and of the spectacular increase 
in cash deposits with private agencies 
which are now large suppliers of 
mortgage money. 

Nevertheless, there is pressure to 
broaden and maintain a market for 
mortgages. Builders of residential ac- 
commodations want an ample and 
dependable supply of mortgage funds 
at current rates and terms. Institu- 
tional lenders are attracted by the 
security and interest rates of good 
mortgages but many want advance as- 
surance of a place to sell mortgages 
for cash at some price under any 
conditions. Who shall provide this 
market? 
>> WHERE ARE WE? We invited 
Uncle Sam into housing and real es- 
tate financing. He came in a very 
small way at first—just to help supply 
mortgage funds for farmers. But as 
financial and business catastrophe fol- 
lowed financial calamity from 1929 
on, further mortgage loans couldn’t 
save the farmer. Widespread unem- 
ployment produced a succession of 
affecting every business and 
every citizen. Mortgages and the 
mortgage business toppled with the 
rest. Those citizens concerned with 
housing and real estate financing 
turned to government. 

HOLC made about one million 
loans, totaling 3.10 billion dollars be- 
fore it liquidated. Through June, 1952, 
FNMA had purchased over 3 billion 
dollars of FHA and VA mortgages 
and had sold or collected about a 
third of it. FHA had written through 
June, 1952, a total of 21 billion dol- 
lars in mortgage insurance and had 
in force at that time nearly 14 billion 
dollars. VA has insured some 10 bil- 
lion dollars of mortgages now out- 
standing. The assets of the Federal 
Savings and Loan Associations now 


crises 
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total almost 22 billion dollars, the 
shareholders of a substantial part of 
insured by Federal Savings 
and Loan Corporation. 
The FDIC 160 
billion dollars of bank deposits. Nearly 
half of all money now invested either 
by FHA or VA and 
the remainder is at influenced, 
if not in effect by Fed- 
eral Savings and Loan Insurance Cor- 


which are 
Insurance 


insures upward of 


major part of 
least 
guaranteed, 


poration or FDIC. 


As government, in response to citi- 


zen pressure stepped did any one 
Yes—many citizens stepped 
managing 

manner ot 


step out? 


away from their own af- 


fairs in the earlier days 
Included among those stepping away, 
it seems, were some free enterprisers 
known as mortgage bankers. 

>> WHAT HAPPENED TO 
THEM? In 1911 a mortgage banker 
was middle 


striving to get the largest loan for the 


man between a borrower 
investor interested 
at the 
borrower was any 


lowest rate and an 


in good mortgages highest re- 
turn available. The 
property owner. The lender was a 
private individual or corporate inves- 
tor. The mortgage banker prospered. 


As Uncle 


into the 


his first entry 
field in 1916 and 
1920s to help 


Sam made 
mortgage 
continued during the 
the farmer, the private farm mortgage 
banker 
with agencies using a tax exemption 
with the 
Che mortgage banker quit. 

1930s, HOLC dealt directly 
home and 
Chere 


Cem re anne 


found he couldn’t compete 


and dealing directly bor- 
rower 

In the 
with owners of 


little 


owners 


home mortgages. was 


LAND TITLE’ 


SERVICE 
COVERS 


CINCINNATI - DAYTON 
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part left for the mortgage banker ex- 
cept as an employee or an errand boy 
of the local representative of the 
HOLC. 

By 1932. estate bonds which 
were in serious trouble as early as 
1928, had defaulted in wholesale lots. 
Following an address on mortgage de- 
faults delivered to Chicago Mortgage 
Bankers Association on March 18, 
1931, I addressed the annual conven- 
tion of the Mortgage Bankers Associa- 


real 


tion of 
28, 1931. The subject was “The 
Mortgage Bankers’ Opportunity.” I 
said “In a time of distress, it has be- 
come the fashion to turn to the state 
or national government for aid. So 
now, in the real estate mortgage field, 
government is being asked to find 


quick solution—a central bank, gov- 


ernment supervision of some mortgage’ 


pool, efforts to stimulate building as 
an aid to ending business depression 

all of these have been suggested.” 
[ then urged, “Don’t lay your prob- 


lems at the door of government 
solve them yourselves. Study thor- 
oughly the errors made during the 


to be certain of avoid- 
In the dis- 
functions lies your 

Do the job well, 


a solid foundation 


past ten years, 
ing them in the future. 
these 

great opportunity. 
and you will lay 
for future business in one of the in- 
dispensable elements of the capital 
sound real 


charge of 


structure of our country 


estate mortgages.” 

My suggestion to proceed without 
government aid was indeed unrealis- 
tic. I had not then accurately meas- 
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America in Dailas, on October 


PAINESVI 


ured the extent and severity of the 
economic collapse. Many mortgage 
bankers did become active and help- 
ful in the work of bond reorganiza- 
tion committees. But they functioned 
as real estate and mortgage experts, 
not as mortgage bankers. 

When the Federal Public Housing 
Act of 1937 was adopted the mort- 
gage banker departed on a permanent 
vacation from financing related to 
that segment of the real estate mort- 
gage business. The erstwhile partner 

-Uncle Sam—local public officials 
and investment houses specializing in 
government securities took over. 

Thus we see one of the results of 
government participation in real estate 
financing has been to remove im- 
portant segments of the business from 
the domain of the mortgage banker. 
Another result has been government 
domination. Another important result 
has been to make the borrower more 
independent. He has more choices. 
He may deal direct with Uncle S 
At least one large company is making 
mortgages as a part of the technique 
of selling life insurance. Competition 
between lenders for desirable loans is 
keen. The prospective borrower knows 
this and acts accordingly. 

Notwithstanding — indeed in large 
measure because of government activ- 
ities — many mortgage bankers have 
had good earnings during the past 
five years. The source of these earn- 
ings and the techniques employed by 
the mortgage banker have undergone 
great change. 

We must admit that we are not the 


sam. 
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same kind of free enterprisers we once 
We must confess that we are 


were. 
leaning on Uncle Sam. That is to- 
day’s fashion. 

>> DO WE TAPER? Government 


aid seems to have certain attributes of 
a habit forming drug. First, it is not 
easy to stop the habit; second, in ex- 
treme cases sound treatment requires, 
not an abrupt stop, but a tapering off. 
When and how do we stop or begin 
to taper off our demands on govern- 
ment? 

Uncle Sam has been rescuing, re- 
suscitating and stimulating housing 
and real estate financing in a big way 
during the past twenty years. True 
he seems to thrive on it, he has grown 

-oh, so big! But, how much reserve 
strength does he have? Do we know 
how he will perform under less fa- 
vorable conditions? Ought he now 
begin to retrench; to save something 
for a pinch? 

Each one of us finds it easy to say 
that federal activities should be cur- 
tailed or discontinued. But we seem 
to favor doing that to the other fel- 
low’s business. 


One may say at this point, “So 





what—where do we go from here?” 

The answer may be quite disap- 
pointing. It is this—I cannot appraise 
the full meaning of Uncle Sam’s entry 
on a national scale into housing, real 
estate financing, slum clearance, 
building construction, guaranty of de- 
posits which find their way into mort- 
gages. 


It seems to me that we need a cur- 
rent and fresh impartial evaluation of 
the whole government program with 
respect to housing and real estate 
financing. To this end a committee of 
the Congress, or a commission ap- 
pointed by the President under au- 
thority from Congress should be cre- 
ated to make a thorough study on a 
nationwide basis and make public 
its findings and its recommendations. 
Mortgage bankers should take an ac- 
tive part and render full aid to such 
a study. MBA has provided a fund 
for a special study of a proposed cen- 
tral mortgage discount bank. Such a 
study could well be tied in with a 
nationwide inquiry by the proposed 
committee or commission. There are 
compelling reasons, in my judgent, for 
doing this job now. 
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APPRAISAL NEEDED: Here are 
a few problems of far reaching impor- 
tance to support my own conclusion 
and recommendation: 
>> Government participation in real 
estate financing thus far may be classi- 
fied into (a) operations designed pri- 
marily to rescue or to aid either a 
lender or a borrower or both, (b) 
efforts to stimulate building construc- 
tion, thereby supplying needed hous- 
ing and helping to energize the whole 
economy, (c) social or welfare objec- 
tives. 

It is now a fair question, has gov- 
ernment adequately separated its 
credit and its welfare functions? Con- 
sider the government’s determination 
to keep a 4 per cent rate on VA loans 
in a 4% per cent to 4% per cent mar- 
ket. Credit functions of government 
cannot continuously ignore the market; 
welfare functions can completely dis- 
regard the mortgage market so long 
as federal funds are available to per- 
form a given task. 

We are vitally concerned that the 
welfare and credit functions of the 
government in housing and real estate 
financing should be separated and 





DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee's Policies 
anywhere in Michigan. 
ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 






TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigan 











Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 





THE MORTGAGE BANKER + March 1953 17 








evaluated in accordance with differ- 
ent rules. Interest rates, mortgage in- 
surance, secondary credit, all of which 
are today matters of government con- 
cern, should be determined in terms 
of the market place and not by gov- 
ernment edict in which the welfare 
aspects or political pressures of pow- 
erful groups prevail over sound busi- 


ness methods 


On the other hand, public housing 
and similar activities can and should 
be properly evaluated for what they 
are as experiments in social functions 
of the government and not confused 
with the standards that would apply 
to the credit aspects, interest rates, 
and similar decisions of government 


in business transactions 


>> We know that government activi- 
ties in real estate financing can be 
highly inflationary. What about gov- 
ernment policies which may be de- 
flationary? It would seem wise for us 
te consider how we meet a deflating 
phase of an economic cycle in real 
estate financing and building con- 
struction. We know that over-infla- 
tion sets the stage for over-deflation. 
An ove! supply ol mortgage money at 
a time of declining demand for hous- 
ing may increase the cost of new 
housing at the same time that it de- 
presses the sale price of all housing 


both old and new 


>> The central core of the mortgage 
business is in urban loans. Govern- 
ment participation in real estate 
financing has brought wholly new 
techniques and standards for home 
mortgage lending. For instance, the 
long term, fully amortized home mort- 
gage in an amount as high as 95 per 
cent of appraised value. Every expe- 
rienced mortgage lender knows that 
the character of a neighborhood is an 
important factor in the quality of a 
home mortgage. This factor is a risk 
which becomes more important as the 
loan term is lengthened. A factory, a 
switch track, an expressway, neglected 
buildings, changing population—any 
of these elements may damage a resi- 
dential neighborhood. What attention 
do we plan to give to city planning, 
zoning, neighborhood conservation, 
neighborhood redevelopment with 


twenty year urban loans at stake? 

>> Excessive competition between 
lenders in the 1920s greatly aug- 
mented the mortgage debacle- of the 
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1930s. Are there unhappy results 
brewing in today’s competition be- 
tween lenders for mortgages? 

>> If 80 per cent unguaranteed loans 
are not suitable for institutional pur- 
chase then should we not consider 
why and to what extent government 
should continue to assume the extra 
risk? Will it be to relieve a clear 
shortage of housing? Will it be to 
increase building construction as one 
method of stimulating a sagging econ- 
omy? Will it be a welfare or social 
purpose? Or, will there be no pre- 
determined limit of amount or pur- 
pose or time controlling government 
action? 

>> If mortgage defaults do occur in 
volume what will Uncle Sam do? We 
are now dealing with very large com- 
mitments. At a time of economic 
stress will government be harsh with 
a distraught home owner? Will gov- 
ernment be inattentive to the plight 
of direct or indirect owners of mort- 
gages in default? The institutional 
mortgage lender using funds supplied 
by the general public may sometime 
get a three way squeeze, a) mort- 
gage borrowers default, (b) the pub- 
lic ceases to make new deposits of 
cash, (c) the public withdraws its 
cash. 

Who is to do what under those 
circumstances? Will a central mort- 
gage discount bank meet the needs? 
And what will be the attitude and 


responsibility of government as to 
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mortgages in default but not guar- 
anteed? 
>> Should Uncle Sam now discon- 
tinue new commitments for public 
housing and slum clearance? Should 
federal funds for those purposes be 
allocated only against matching local 
funds? What major policies or objec- 
tives should determine the program? 
>> As a final reason to support the 
need for an authoritative nationwide 
study we must remember that real 
estate financing and housing do not 
stand alone and apart from the total 
economy of the country. The basic 
support of rental or mortgage pay- 
ments for housing is employment. A 
high level of employment at good 
wages or the opposite conditions are 
vital elements in determination of 
long range governmental policies for 
real estate financing and housing. 
We have taken a quick look at the 
changing relations of the federal gov- 
ernment to housing and real estate 
financing during the past forty years, 
with particular attention to the last 
twenty years. The changes are not 
peculiar to this one area of our eco- 
nomic and social and political life. 
They are typical of a trend—national, 
even world wide in scope. We need 
to re-examine and re-appraise our 
program in this area just as the new 
national administration has called for 
re-examination in other affairs of gov- 
ernment. The task should be under- 
taken now. 








If A Central Mortgage 


HE 1950 annual report of HHFA 

defined a secondary market as “a 
place where mortgages can be bought 
and sold, thus providing assistance 
for, and addi- 
tional liquidity in 
the field of home 
financing,” and 
went on to say, 
‘a market where 
such mortgages 
can be bought or 
sold provides a 
means whereby 
lenders and inves- 
an opportunity to 





Miles L. Colean 


tors are afforded 
convert their mortgage holdings into 
cash, as well as to purchase mortgages 
for income purposes.” 

It was referring of course to Fanny 
May but it is clear that, on this defi- 
nition, FNMA can hardly be referred 
to as offering a real secondary mar- 
ket. Here are some of the character- 
istics of FNMA which prevent it from 
meeting these requirements: 


>> It can deal only in mortgages of 
very limited types and, in respect to 
the total of all such mortgages held 
by a lender, only to a very limited 


degree. 


>> It can deal only with the originat- 
ing institution and offers no outlet at 
all to institutions that have bought 
mortgages from other institutions. 


>> Its function in providing liquidity 
is extremely restricted. Actually, the 
function of FNMA has not been to 
meet the requirements of HHFA’s 
definition, but rather to provide a 
means to assure the financing of cer- 
tain special kinds of loans on which 
the government had established inter- 
est rates not acceptable to private in- 
vestors. In doing this, FNMA was 
deprived of the other function of pro- 
viding a place from which mortgages 
might be sold, because the submarket 
rate at which its portfolio had been 


By MILES L, COLEAN 


Whether the mortgage industry needs a central bank- 
ing system is now under study by the Association’s 
Committee for the Study of the Stabilization of the 
Mortgage Market. If the answer is yes, then what 
kind, how can it be organized, where does the money 
come from, what can we expect from it? What are 
the hard cold facts about the prospects for setting up 
an institution to provide liquidity for lending institu- 
tions in times of stress, to encourage a broader distri- 
bution of mortgage funds and to prevent sudden and 
wide fluctuations in the flow of money in the market? 
These are some of the things which Mr. Colean looks 
into here. Some have advocated that the present 
FNMA can be turned into the type of central mort- 
gage system we ought to have, but as it stands now, 
FNMA can’t meet the requirements — whereas the 
original FNMA did more nearly meet those require- 
ments. One thing is sure: now is the time to come to 
grips with this proposition because, says Mr. Colean, 
since the early 1930s there has been little original 
thinking done about the mortgage system. We have 
an opportunity today that should not be lost, in his 
opinion. 


Institution, What Kind 2? 


acquired effectively prevented sales 
from taking place. 

If FNMA cannot measure up to the 
definition of a secondary market, then 
neither can the Home Loan Banks, 
which have no authority to buy or sell 
mortgages. However, according to an- 
other conception, these Banks would 
have some claim to the title. Another 
authority defined the term “second- 
ary mortgage market,” or “secondary 
mortgage credit,” as “loans made by 
a last-resort lender, against the secu- 
rity of real estate mortgages. It is 
provided by an institution from which 
organizations engaged in making 
mortgage loans are able to obtain 
funds in case of need, by pledging 
mortgages as collateral. It is a central 
mortgage institution, since as a rule it 
does not deal directly with ultimate 


borrowers, but makes loans to mem- 
ber institutions.” 

But if this definition lets in the 
Home Loan Banks, and, for that mat- 
ter, the Federal Land Banks, it ex- 
cludes FNMA, since FNMA cannot 
make loans on the collateral of mort- 
gage loans. It can only, within its 
narrow limits, buy and sell mortgages. 
Furthermore, FNMA does not meet 
another of these criteria—that of not 
dealing with ultimate _ borrowers. 
FNMA can lend directly on Alaskan 
mortgages while, in the exercise of its 
advance commitment authority for 
mortgages on defense, military, and 
disaster housing, FNMA comes so 
close to being the primary lender that 
any difference is one of words rather 
than of meaning. 

In the language of trade, the insur- 
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ance companies and the large savings 
banks, and to some extent large sav- 
ings and loan associations, are often 
spoken of as providing a secondary 


market. The use of the term in this 
connection, however, is hardly justi- 
fied. 


is true that these institu- 
buy mortgages from other 


While it 
tions often 
lenders, they rarely sell mortgages that 
have once got into their portfolios, 
and, of course, they do not lend to 
institutions on the security of 
mortgages. Furthermore, their con- 
cern is to build up their own port- 
folios rather than to provide liquidity 
to the portfolios of others. As a con- 
be counted 


other 


sequence, they cannot 
upon to serve the purpose of a last- 
resort source of funds. If they provide 
a secondary market at all, it is a fair- 
weather sort of market, which offers 
funds when funds are already plenti- 
ful; whereas a true secondary market 
is a foul-weather market, providing 
funds only when and where the mar- 
ket is stringent and curtailing its lend- 
ing or buying operations when money 
is otherwise available. 


Then a true secondary mortgage 
market does not exist. This conclu- 
sion, though valid, is helpful only in 
providing a new starting point. If we 
are really to come to grips with the 
secondary market issue, we have to 
have the answers to three questions: 


>> What are the proper functions of 
a secondary market? 


>> Is there a real need for institu- 
tions that will provide such a market? 


>> How can such institutions be or- 
ganized so as to serve the purposes for 
which they are intended? 

In agreeing upon the purposes and 
functions of a secondary market, we 
come up with something like this: 


>> A secondary market institution 
should be empowered to buy and sell 
mortgage loans and to lend money on 
the security of mortgage loans, thus 
combining powers of FNMA and the 
Home Loan Banks and giving the in- 
stitution, within its own field, some- 
thing of the scope of the Federal Re- 
serve Banks in the field of commercial 
banking. 


>> On the buying and lending side, 
it should be a last-resort source of 
funds. There should always be some 
penalty in dealing with a secondary 
market institution that would keep it 
from being attractive when other 
sources of funds are at hand. Thus 
it should rarely if ever buy except at 
a discount from par. On the other 
hand it should ordinarily sell its hold- 
ings only at par or better. 


>> It should deal only with lending 
institutions and should not be avail- 
able to individual borrowers. 

The purpose of such an institution 
would be to provide liquidity to mort- 
gage lending institutions in times of 
stress, to encourage a broader geo- 
graphic distribution of mortgage 
funds, and to prevent sudden and 
wide fluctuations in the flow of funds 
to the mortgage market. 

What need do we have for an in- 
stitution that will function in these 
ways and serve these purposes? 

We cannot give an exact measure- 
ment of that need now. We do not 
have sufficient statistics about the 
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mortgage market to give us authorita- 
tive information about the adequacy 
or evenness of the flow of mortgage 
money. The situation has recently 
been so distorted by the retention of 
interest rates, fixed at submarket 
levels, on insured and guaranteed 
loans that statistics on the flow and 
distribution of funds, even if avail- 
able, might be misleading. 

There are many who seriously and 
earnestly contend that the mortgage 
market has no troubles that a flexible 
interest rate cannot cure. There can 
be no question that the interest rate 
plays an important part in determin- 
ing the flow of funds, as is evidenced 
by thé greater fluctuations in the vol- 
ume of VA financing by insurance 
companies as compared with the vol- 
ume of their conventional mortgage 
financing. And it is certainly true 
that, until we are again dealing with 
marketable rates throughout the 
whole mortgage system, the proper 
place of a secondary market institu- 
tion cannot be determined. So again 
we are dealing with a hypothetical 
situation that cannot satisfactorily be 
resolved unless action is taken on the 
VA and FHA interest rates and until 
research has provided us with better 
knowledge of the amount and locale 
of the demand for mortgage money. 

In the absence of positive proof of 
need, we can at least make a few 
plausible conjectures; and, on the 
theory that, where there is squeeking, 
there is need of grease, conclude that 
there are significant deficiencies in the 
functioning of our home mortgage 
system. The very number of attempts 
to improve the system is in itself evi- 
dence in support of that proposition. 

The Home Loan Bank System had 


its inception in the need for provid- 
ing credit reserves for local thrift in- 
stitutions, which, wholly dependent as 
they had been on local savings, were 
subject to severe contraction in times 
of crisis. It was intended also to serve 
the purpose of enlarging the area cov- 
ered by such institutions. 

FHA was invented in order to pro- 
vide a means for broadening the home 
mortgage market and for moderating 
the extreme terms under which mort- 
gage loans were made, when they 
were made at all, in underserviced 
areas. It was, of course, never thought 
that FHA only could do this job. 
Hence the idea of national mortgage 
associations—institutions designed for 
the specific and sole purpose of chan- 
neling savings into mortgages and 
diminishing the fluctuations in the 
availability of mortgage funds from 
general investment institutions such as 
banks and insurance companies. 

The prewar Federal National Mort- 
gage Association did operate pretty 
much in the manner originally con- 
ceived for it. It made a market; and 
—even more important—it gave con- 
fidence to the market for FHA loans. 
It bought loans when and where the 
private market was reluctant, and it 
sold at a premium when the demand 
for mortgages by private institutions 
became active. Since the end of 
World War II, however, the situation 
has been so confused by the interest 
rate question, the sudden shift in 
monetary policy, and the impact of 
direct controls that it is difficult to 
make judgments of any validity for 
this period. 

Nevertheless, the postwar experi- 
ence did reveai deficiencies of another 


nature in the mortgage system. It 
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showed that the system as now organ- 
ized was extremely susceptible to the 
effects of inflationary forces. Amid 
the easiest money conditions in his- 
tory, all of the agencies just referred 
to did their utmost to make money 
easier. The Home Loan Bank system 
extended credit with unprecedented 
generosity. FHA, and along with it 
the Veterans Administration, liberal- 
ized mortgage terms to the maximum. 
FNMA, with its advance commitment 
policy, became in effect a primary 
lender, pouring funds into an already 
glutted market. In other words, the 
instruments that worked with only 
partial success to broaden the market 
during a period of depression proved 
to be better adapted to intensifying 
rather than restraining a boom, once 
one developed. 

Had there been in existence, 
throughout the last 15 years, a sec- 
ondary market instrumentality such 
as I have described, it would have 
acted pretty much as did the original 
FNMA during the early part of that 
period, except perhaps on a broader 
scale, especially in remote areas; but 
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it would presumably have operated on 
a very restricted basis, if at all, during 
While tempering 
the extremes in interest charges dur- 
the depression, it would certainly 
not have lent itself to the support of 
a submarket rate during a period of 
heavy demand for mortgage funds. 


the postwar boom. 


ing 


Out of the experience we have ob- 
served and the have 
accumulated, we may therefore safely 
conclude that (1) there are deficien- 
cies of the which 
need correction and (2) that a true 
secondary market institution might be 
one of the means through which de- 


evidence we 


mortgage system 


ficiencies could be corrected. 

How might a secondary market in- 
stitution be the 
functions for which it was designed? 


organized to serve 


>> First, it seems to me that such an 
institution would have to be so estab- 
lished as to be at least as free from 
transitory political and social pressures 
as is the Federal Reserve Board. To 
accomplish this, a number of features 
It should have a cor- 
porate form with officers and direc- 
tors of fixed, overlapping terms. Its 


are indicated: 


personnel and operating policies 
should not be subject to the domina- 
tion, coordination, or influence of any 
official or agency having responsibility 
for promoting housing. It should to 
the fullest extent possible be financed 
with private capital. 

The last point is a particularly 
tough one. Experience has shown that 
it is difficult if not impossible to ob- 
tain private capital for any genuine 
type of central banking facility except 
form of com- 
The 


such membership, the determination 


on the basis of some 


pulsory membership. scope of 


of amount of subscription, and similar 





matters would require careful explo- 
ration. 

>> Second, the institution, while not 
organized primarily for profit, should 
assuredly be self-sustaining. Conse- 
quently, it should have an adequate 
ratio between its capital and the 
amount of the debentures that it 
would be authorized to issue to the 
public; and it should be allowed to 
operate in an environment of freely 
moving interest rates. The first FNMA 
operated on a capital-to-debenture 
ratio of 1-to-20 and a spread between 
its debenture rate and the current 
mortgage rate of 24 percentage 
points or better; and on this basis it 
was better than self-sustaining. One 
reason for this advantageous spread 
was a tax-exempt feature on the de- 
benture income that probably could 
not now be obtained. 

Another source of profit would 
come from the difference between the 
buying and selling prices on mort- 
gages: and, with the first FNMA, this 
proved to be a substantial source of 
gain. On the other hand, a secondary 
institution operating under proper 
policies might be out of the market 
for considerable periods during which 
its assets would be in cash or low- 
yield liquid securities. 
>> Third, the institution would have 
to have an assured source of income 
in time of stress. This again is a diffi- 
cult feature to achieve, since the time 
at which mortgage institutions had 
need for liquidity probably might be 
a time at which debentures could not 
be readily sold to the public. It is 
true that the first FNMA did success- 
fully float two issues during a period 
of relative depression; but, even on 
those occasions, the time of panic was 


passed. 
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Within its limited scope of opera- 
tions, the Home Loan Bank System 
has long been concerned about this 
contingency and, in 1952, the Congress 
was persuaded to authorize the Treas- 
ury, under certain circumstances and 
within certain limitations, to purchase 
the debentures of the Home Loan 
Banks. Unquestionably, if any more 
inclusive secondary market facility is 
to be assured of operation at the time 
it was most needed, a similar recourse 
would be essential. My opinion is 
that a sounder arrangement would 
be to have that recourse to the central 
banking system rather than to the 
Treasury. 

This issue promptly brings up an- 
other. If the secondary market instru- 
mentality is to have the privilege of 
relying for ultimate support upon the 
central banking authority, then the 
central banking authority must be in 

(Continued page 33) 
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ABSTRACTOR WANTED. Good po- 
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Young mortgage man, 27, seeks position 
with established mortgage organization or 
institutional investor in Chicagoland area. 
Has appraisal knowledge and mortgage 
lending background. Write Box 265. 

VA/FHA appraiser and loan executive 
desires permanent mortgage loan repre- 
sentative or a supervisor of appraisers, 
knows Missouri and Kansas, will travel. 
References furnished. Write Box 266. 

Wanted, settled man 35 or over familiar 
with all types mortgages, procedures, ap- 
praisals etc. in addition have enough 
knowledge and experience to supervise ac- 
counting and servicing departments. Po- 
sition will be assistant to president and 
owner. Compensation salary and bonuses 
arrangement. Company in southeast now 
servicing mortgages for five insurance com- 
panies. In answering give details past ex- 
perience in each field, references and pres- 
ent salary. Write Box 26/7. 


Good Time to Remember that 
This Is No “New Era” 


By JOSEPH R. JONES 


b pe will find plenty today who 

will tell you that we have reached 
a new plateau, and that we need 
never again experience a severe reces- 
sion or depression 
as we have had in 
the past. Recently 
I heard an econ- 
omist that 
without any ques- 
tion there was 
only one way for 


say 





our economy to 
move in the fu- 
Joseph R. Jones ture and that is 


toward greater expansion. He stated 
categorically that our standard of liv- 
ing would be so high fifteen years 
from now that we would look back 
on 1952 and think that we had been 
living in abject poverty. 
This sounds frightfully like the 
statements made by some very prom- 
inent stockbrokers in August, 1929, 
when they said that stocks had 
reached a new plateau of value and 
would continue their upward trend. 
To get some clue as to what might 
possibly happen in the future, our 
bank made a very careful study of 
the foreclosures we had in the 1930’s. 
We found that 78 per cent of the 
loans which we foreclosed were made 
between 1926 and 1932, the period 
just before the downturn of the cycle 
and the collapse of the real estate 
market which followed. We went over 
some of current foreclosures to 
study their characteristics. In many 
cases, we found factors like that of a 
certain veteran to whom we made a 
GI home loan. When we made the 
loan, it was apparently entirely within 
his means; and the payments should 
not have proved to be too burden- 
But we found that the sales- 
manship of easy credit was too great 
for him to resist. He had obligated 
himself on monthly payments for fur- 
niture, a television set, new car, bar- 
becue in his patio, and then when he 


our 


some. 


Some philosophy to reflect upon today is represented 
by these observations of Joseph R. Jones, vice presi- 
dent of the Security-First National Bank of Los 
Angeles in addressing ABA’s National Credit Confer- 
ence. There is nothing to indicate we’ve reached some 
kind of “new era” and that precedents of the past 
can be forgotten in the business decisions we make 
now, he reminds us. He is MBA regional vice president 
and heads ABA’s Committee on Real Estate Mortgages. 
These observations are from a much more detailed 
discussion of the outlook for real estate loans. 


really got in trouble, for a doctor’s 
bill and finally a personal salary loan 
to help pay some of the other loans. 

Easy credit caused this foreclosure 
and many others like it. 


* * * 


When we consider mortgage loans 
today, we must be conscious not only 
of the credit but also the problem of 
determining the value of the security 
offered. There are some who appraise 
real estate at current market value 
or the price it will bring. They de- 
pend on a loan officer to be thor- 
oughly acquainted with all the factors 
involved in every parcel of property 
offered, to be sure that it will reflect 
enduring value over a period of time. 
The other method of appraisal is to 
attempt to establish a fair economic 
value of the property involved. This 
will not be the boom high nor the 
depression low price of the property, 
but will be which the 
property could be expected to earn a 
fair return over an average period of 
time. At the ABA Savings and Mort- 
gage Conference in New York last 
year, the question of the relative merit 
of these two philosophies of appraisal 
was put to an audience of some 400 
bankers; they voted by a substantial 
majority as favoring the economic 
valuation method of appraising. 


the value on 


This question of price and value is 
a constantly changing one. If the pur- 
chasing price of the dollar should in- 
crease, and it may, then realty values 
will shrink. If this should occur, then 
the very heavy percentage real estate 
loans made on top prices could prove 
to be a real problem. Thus the prob- 
lem of distinguishing between price 
and value becomes extremely impor- 
tant when the period of test arrives. 

As there are two theories of value, 
there are also two theories of lending. 
One is to make only the loans which 
you are convinced are sound econom- 
ically and which will be relatively free 
of trouble. A lending program based 
on this concept often sacrifices imme- 
diate earnings and fees for the sake 
of the long term concept of economic 
soundness, not only of the lending in- 
stitution, but of the community as 
well. The other theory permits loans 
to be made whenever it is believed 
that the immediate transaction can be 
handled safely and with profit. 

This leads us to the question of 
temporary credit for the creation of 
loans for sale to Fanny May. I believe 
that if loans are carefully and soundly 
made, they will be attractive to life 
insurance companies and others who 
invest in this type of security. When 
loans are being made on terms and 
conditions that are not attractive, or 
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at an interest rate that is not realistic, 
then it seems that any agency such 
as Fanny May is purely inflationary in 
its operation of absorbing loans that 
the usual channels of credit have re- 
fused. I heard one of the officers of 
a mortgage association very aptly say 
that those who create loans solely for 
sale to Fanny May have no right to 
object to direct government lending. 
Some of our senators and congress- 
men are keenly conscious of this situ- 
ation as well. They do not hesitate to 
point to the lenders who are devel- 
oping a great volume of loans to sell 
on this basis, and then so violently 
oppose the government’s making loans 
directly. Both types of loans end in 
the same place—in the portfolio of 
the United States Government. ABA 
has taken a positive stand on this. Its 
Executive Council went on record as 
favoring the immediate curtailment of 
Fanny May to emergency operations, 
and as being in favor of its ultimate 
termination as soon as possible. 


* * * 

Recently, there have been other 
campaigns for the easing and exten- 
real credit. One has 
been called the “package mortgage.” 
It provides for the inclusion in the 
mortgage loan of the funds necessary 
to buy equipment for the house, such 
as a range, refrigerator, washing ma- 
chine, garbage disposal, and similar 
pieces of equipment generally consid- 
ered as personal property rather than 
The argument is ad- 


sion of estate 


real property. 
vanced that with the cost spread over 
twenty or twenty-five years, the bor- 
rower is much more able to buy the 
house and the necessary equipment. 
Little thought is given to the fact 
that the equipment will be worn out 
and must be replaced before the loan 
is repaid. Some made the mistake of 
saying that it is cheaper, because the 
rate of interest on a mortgage loan is 
much less than on short term types 
of financing for such equipment. The 
total interest paid on $1,000 included 
in a twenty-five year FHA loan is 
$710. The interest paid on a twenty- 
four month loan of $1,000 at 6 per 
cent discount, which is almost 12 per 
cent interest, is only $120.08. This 
sort of credit is probably needed by 
many of today’s buyers, but it does 
seem that it is inflationary in the last 
analysis because like other forms of 
easy credit, it increases the number of 
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buyers and thus increases further de- 
mand for housing and equipment. 

The long term loan and the small 
monthly payment have been made the 
subject of a great deal of sales psy- 
chology—and very successfully too, it 
seems. It does make it easier for the 
borrower to get his home, and in some 
ways this is very desirable. But it is 
costly. If a man were buying a $10,- 
000 house and borrowed $9,500 for 
twenty-five years on a 4 per cent GI 
loan, his total interest would amount 
to $5,548. If, however, he could get 
by with an $8,000 loan on the same 
terms, he would pay only $4,672 in 
interest, or a saving of $876. If, how- 
ever, he could get by on $8,000 and 
could meet the $59.20 monthly pay- 
ment for a fifteen-year term, instead 
of the $42.24 monthly payment for 
the twenty-five year term, he would 
pay only $2,656 in interest, which is 
a saving of $2,016 over the $8,000 
twenty-five year loan, and a saving of 
$2,892 over the $9,500 twenty-five 
year loan. It is obvious that the long 
loan, with the lower payment, is not 
the cheap loan. It may be the only 
means of getting the house immedi- 
ately; but in addition to being infla- 
tionary, it certainly is costly for the 
buyer as well. 

% * *€ 

Has the supply of housing been 

made adequate for our population, 


and may we soon enter a period of 
what may later prove to be overbuild- 
ing? Will today’s prices be maintained 
at about this level, rise further, or 
will they fall in the pattern of the 
cycles of the past? If they should 
begin a downtrend, past experience 
has shown that they have a tendency 
to snowball beyond the point which 
normal forces should take them, and 
cause a really serious condition in the 
real estate market. 

When we think of these problems, 
we have learned to think of them in 
the terms of legislation, because so 
much of our real estate economy has 
been controlled by government regu- 
lations and laws. The question of the 
Defense Production Act, which au- 
thorizes all of the controls as to price, 
material consumption, and the like, is 
extremely important, as this law ex- 
pires April 30, 1953, unless reenacted. 

For many years FHA has been a 
part of HHFA, along with Federal 
Home Loan Bank, which controls the 
savings and loan associations. The 
Public Housing Authority is also a 
part of HHFA. There are strong 
forces at work to separate FHA from 
this agency and reestablish it as an 
independent agency. ABA favors this 
change, and it seems to be a very 
desirable one. Another thought which 
has been advanced is to transfer the 
lending functions of the VA to FHA, 
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in order to produce uniformity of un- 
derwriting and avoid costly duplica- 
tion of services by these two agencies. 
ABA as yet has taken no official ac- 
tion on this proposal. 

There is also the problem of the 
very unrealistic rate of interest now 
provided on FHA and GI loans, 
which has driven many lenders from 
this field, and has prevented the mak- 
ing of many sound loans that would 
have served the needs of many deserv- 
ing people. The low rate of interest 
on GI loans has also fostered the cre- 
ation of many devices to provide dis- 
counts, which ultimately act to in- 
crease the rate of interest on the loan 
to the ultimate purchaser. This has 
not been a healthy development and 
has led in many cases to devious prac- 
tices. Although ABA favors a flexible 
rate, it has not petitioned the VA for 
an increase in rate. These things are 
normally resolved by the attraction of 
the loan to an investor. If the rate 
is not comparable to other invest- 
ments — and today I am reasonably 
sure that it is not—there will be few, 
if any, funds available for such invest- 
ments, and the rate must be increased, 
or the program will fail. This of 
course assumes that devious devices 
to circumvent the intent of the law 
will not be tolerated. 

It may seem that these are observa- 
tions of a pessimist. Certainly they are 
not intended that way. I wish that we 
could all be assured that the day of 
cycles is past and that we never again 
need fear a recession or depression 
of the real estate market. However, 
many of us are not convinced that 
such is the case. Certain danger sig- 
nals are now appearing, and we can- 
not ignore them completely. We cer- 
tainly do not want to see the realty 
market destroyed, nor be forced into 
a disastrous collapse. To prevent this, 
we who are entrusted with the lend- 
ing program on real estate should co- 
operate to the fullest extent in at- 
tempting to stabilize this market so 
that the collapse will not occur. We 
should review our lending policies and 
practices now and unite in the effort 
to meet this problem. We have many 
loan officers in most of our institutions 





MBA Calendar 











April 6-7, 1953, Eastern Mortgage 
Conference, Commedore Hotel, New 
York. 

April 30-May 1, 1953, Western 
Mortgage Clinic, Mark Hopkins Ho- 
tel, San Francisco. 





May 4-5, 1953, Southwestern Mort- 
gage Clinic, Hotel President, Kansas 
City. 

June 22-26, 1953, Sixth Annual 
Mortgage Banking Seminar, North- 
western University, Chicago. 


June 29-July 3, 1953, Third Annual 
Advanced Mortgage Banking Sem- 
inar, Northwestern University, Chi- 
cago. 


August 17-21, 1953, Second West- 
ern Mortgage Banking Seminar, Stan- 
ford University, Stanford, Calif. 


November 9-13, 1953, 40th Annual 
Convention, Miami Beach. 


stantly increasing price level would 
bail out the situation. It was not like 
this during the thirties, with shrink- 
ing values and equities and the prob- 
lems this brought to the banker. I 
pray that we may never need to go 
throughout such a period again. 


I heard a scientist say recently that 
no nation is stronger than its econ- 
omy. The fire power of our armies 
and navies, the rockets and guided 
missiles, will all be meaningless if we 
do not properly sustain the economy 
of the nation which these armies and 
navies are to protect. I think we 
should be guided by the philosophy of 
this thought, which a scientist brings 
to a banker. Let us put into proper 
perspective the long range value of 
our policies. Let us not be misled by 
the attraction of quick turns in the 
market, and the immediate gain 
which we might win, if the long range 
effect will not be healthy. Let us not 
overextend ourselves in this period of 
great expansion, but let us keep a 
proper reserve of lending power for 
the time when our good customers 
may need our assistance to meet the 
shock of changing conditions. Let us 
now and in the future furnish the 
credit needed for all sound projects. 
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Washington Conference 


It was a different set-up this year, ties Committee 


1953 Washington Conference 


our 


sponsored by the Young Men’s Activi- 





THEY WERE THERE: While the Mayflower’s corridors 
hummed with pre-inauguration activity, MBA’s second annual 
Washington Conference went ahead with its program. Among 
those on hand were, above left, Murray Wolbach, Jr. and Ferd 
Kramer, both of Draper and Kramer, Inc., Chicago; FHA Com- 
missioner Walter Greene; Philip C. Jackson Jr., Jackson Securities 
& Investment Company, Birmingham; MBA Past President Aubrey 
M. Costa, Dallas; and H. Marvin Bastian, Fidelity Investment 
Company, Wichita, and new chairman of the Young Men’s Ac- 
tivities Committee. Above right, MBA President Brown L. What- 
ley, Jacksonville, Florida; Byron T. Shutz, Jr. (he’s in the Army 
now but out of uniform he’s with Herbert V. Jones & Company, 
Kansas City); Oliver M. Walker, president, Walker & Dunlop, 
Inc., Washington, D. C.; Mrs. Miles L. Colean; MBA Secretary 





but 
tended were the same: the younge 
men of the industry who will be run- 


ning the business in the years ahead 

and, in plenty of instances today, 
are already doing a good job of it. 
Last year at our first Washington Con- 
ference, the emphasis was on the gov- 


those who at- 


George H. Patterson; Miles L. Colean; and MBA General Counsel 
Samuel E. Neel, who again presided at the Conference sessions. 


Below, left, George G. Radcliffe, Baltimore Life Insurance Com- 
pany, Baltimore; J. H. Tipton, Jr. and A. E. Quinn, Jr., The 
National Life and Accident Insurance Company, Nashville; Henry 
DuPre, Jr., T. J. Bettes Company, Houston; Don L. Erwin, T. J. 
Bettes Company, Fort Worth; and Robert J. Nash, The Bing- 
hamton Savings Bank, Binghamton, N. Y. Below, right, William 
F. Bergmann, Arlington Realty Co., Inc., Arlington, Va.; Don L. 
Bauman, McIntosh & McIntosh, Inc., Arlington, Va.; Harry A. 
Taylor, Jr. and Philip J. Bowers, II, both of Frank H. Taylor & 
Son, Inc., East Orange, N. J.; and Clarence A. Suggs, Western 
American Mortgage Co., Phoenix. 





— 





more who were there. 


ernment’s role in mortgage lending 
with speakers from FHA, VA, HHFA 
and the other federal bureaus describ- 
ing, detailing and explaining every 
conceivable operation where govern- 
ment and private lending work to- 
gether. This year there was a sharp 
departure with the younger men lis- 


Membership Total at 
New All Time Record 


MBA membership continues to 
climb and almost every month a new, 
all time high is reached which prob- 
ably should mean that it isn’t news 
every month but continued progress 
is always news. Robert Tharpe’s mem- 
bership committee is hard at work 
reaching into the far corners for eli- 
gible, qualified members who haven’t 
previously affiliated; and some of the 
committee members are showing some 
surprising results. 

New members admitted include: 

CALIFORNIA—Los Angeles: George L. 
Spence, 510 S. Spring St. San Bernardino: 


City Mortgage Company, 385 Court St., 
Richard B. Park. 


DISTRICT OF COLUMBIA—Wash- 
ington: Thomas F. Burke, 1113 Woodward 
Building; Lockwood and Rouse, 1417 K 
Street, N.W. 

FLORIDA—Miami: J. T. Blackard, At- 
torney, 610 Ingraham Building. 

GEORGIA—Atlanta: The Citizens and 
Southern National Bank, P.O. Box 4899, 
E. T. Johnson, vice president; Trust Com- 
pany of Georgia, P.O. Box 4418, R. H. 
Dunn, assistant treasurer. Decatur: Mc- 
Curdy and Candler, Decatur Federal Build- 
ing, Scott Candler, Jr. 


ILLINOIS—Chicago: Pullman Trust & 
Savings Bank, 400 East 111th St., Edward 
W. Asmus, manager, real estate loan de- 
partment. 





Opposite page, top, the young Washington Conferees listen to 
the talks at tables, school room style, in Hotel Mayflower. Right, 
same page, Edward A. Wayne of the Federal Reserve Bank of 
Richmond, with his pie charts, graphs and other props to demon- 
strate how the Federal Reserve System functions. 


Left, W. A. Clarke, Jr.. W. A. Clarke 





Above, some 


tening to some discussions of urban 
redevelopment and city planning, slum 
clearance, the practical value of sta- 
tistics in mortgage lending and how 
they can be used, what is the Federal 
Reserve System and what does it do, 
etc. It all worked out very well and 
the younger men got a broader insight 


INDIANA — Indianapolis: Slaymaker, 
Locke & Reynolds, 750 Consolidated Bldg., 
Hugh E. Reynolds. 


LOUISIANA — Baton Rouge: Brea- 
zeale, Sachse & Wilson, Leach Bldg., H. 
Payne Breazeale; Brumfield, Hebert & 
Rush, 118 St. Louis St., A. Leon Hebert; 
R. Paul Greene, Triad Building; Kantrow, 
Spaht and West, 207-10 Roumain Bidg., 
Byron R. Kantrow; and Kizer, Heaton & 
Craig, 707-10 Louisiana Nat'l Bank Bldg., 
Wade H. Heaton. Shreveport: Pyburn, 
Smith and Giddens, P.O. Box 823, Keith 
M. Pyburn. 


MICHIGAN Detroit: Butzel, Levin, 
Winston & Quint, 1990 Nat’l Bank Bldg., 
Erwin S. Simon. 


MISSOURI—St. Louis: Jones, Hocker, 
Gladney & Grand, 407 North Eighth St., 
George S. Roudebush. 

NEW JERSEY — Newark: Chanalis, 
Lynch & Maloney, 9 Clinton St., James A. 
Lynch, Jr. 


NEW YORK—Birnghamton: M-L Serv- 
icing, Inc., 99 Collier Street, B. E. Trea- 
nor, treasurer and general manager. Buf- 
falo: Kenefick, Bass, Letchworth, Baldy & 
Phillips, 1330 Marine Trust Bldg., 239 
Main Street, James J. Murphy. New York: 
Cadwalader, Wickersham & Taft, 14 Wall 
St., John J. Redfield. 

VIRGINIA—Petersburg: Churchill Gib- 
son Dunn, 613-16 Union Trust Bldg. Rich- 
mond: John D. Brown, P.O. Box 6-B, 
John D. Brown; Realty Mortgage Corpo- 
ration, 14 North 8th St., John C. Haskell, 
president; Schmidt & Wilson, Inc., 401 E. 
Franklin St., E. F. Schmidt, Jr., vice presi- 
dent. 

WISCONSIN—Milwaukee: Ray P. Hiller 
Company, 4424 W. Lisbon Ave., Ray P. 
Hiller, president. 








Mortgage Co., Philadelphia; John L. McCarthy, Walker & Dun- 
lop, Inc., Washington, D. C.; and William F. Bergmann, Arlington 
Realty Co., Inc., Arlington, Va. Right, a little relaxation at the 
end of the first day’s session was in order and that’s a view of 
those doing the relaxing. Continued success of this YMAC effort 
probably means that it becomes an annual affair for MBA. 


into some of the more basic influences 
that have a bearing on lending as well 
as some of those things, such as urban 
redevelopment, which are sure to loom 
more important for us than they do 
now. Nearly 160 were on hand 
and THe Mortcace BANKER camera 
caught a few of them for these pages. 


Since it’s been some time since the 
break-down of MBA membership has 
been published, members should be 
interested in looking over this table 
which shows just how the 1880 mem- 
bers institutions are classified. It repre- 
sents an excellent cross-section of the 
interests, the personnel and the re- 
sources of the institutions which form 
a large part of the mortgage industry. 

By far the bulk of the nearly 1900 
member institutions are regular mem- 
bers of the Association, although be- 
cause of our varied classifications 
several types of membership are avail- 
able. Of the 1880, more than 1650 
are regular members, about 100 hold 
limited membership and the remain- 
der hold associate membership. The 
membership breaks down about as 


follows: 


Mortgage companies ...:..... 1,066 
RR pate petig tty eee 348 
Life insurance companies...... 141 
Fire insurance companies...... 10 
Fraternal organizations ....... 3 
Title companies .............. 101 
NE sk cus hn oo ae deen 10 
Savings and loan associations... 41 
Associate members, attorneys, 

branch offices, etc........... 160 
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Other MBAs 





Outlook Good, Detroit 
MBA Members Told 


The American people last Novem- 
ber voted against Santa Claus, Dr. 
J. Philip Wernette, professor of busi- 
ness administration at the University 
of Michigan, told members of the 
Detroit MBA at their recent meeting. 


He cited the “vote against Santa 
Claus” as a clear indication of the 
basic strength of democracy in the 


United States and of the fact that the 
American people are alert to the dan- 
gers of collectivism. The danger of a 
drift toward collectivism, in turn, had 
been listed by Dr. Wernette as one of 
a number of possible hindrances to 
The 


recent vote, in his opinion, minimized 


continued economic well-being. 


the danger. 
The short outlook 
Dr. Wernette regarded as very bright. 


term business 
Without quoting prophecies of a busi- 
ness depression which have been made 
in many quarters as consequences of 
a decline in armament expenditures 
after the peak of the expenditures 
later this he refuted them in 
taking the position that the decline 
not affect business adversely 


year, 


may 
necessarily. 

It was his belief that other streams 
of spending will flow. He called at- 
tention to the fact that when federal 
government national security expendi- 
tures of 88 1944 
dropped to 21 billion dollars in 1946, 


billion dollars in 
personal consumption, domestic pri- 
vate investment and state and local 
government expenditures all rose, so 
that the decline in total expenditures 
dropped from 213.7 billion dollars in 
1944 only to 211.1 billion dollars in 
1946. 

He suggested the following as other 
streams of spending which would rise 
when armament expenditures fall: 


>> State and local government ex- 
penditures. The wave of rising births 
hit the kindergartens in 1948 and are 
now at the 4th grade. We have only 
eight years to prepare for it to reach 
the colleges. It that it 
will take over 20 billion dollars to 
bring the school plant up to the new 
requirements. 


is estimated 


>> The highway systems. Highways 
built for 30 million automobiles are 
now carrying 50 million. 

>> The construction field. Except for 
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Maurice A. Pollak New 
Chicago MBA Head 


Maurice A. Pollak, vice president, Draper 
and Kramer, Inc., is the new president of 
Chicago MBA. Above, the group of new 
officers elected at the Association’s annual 
meeting: Delmar R. Beaumont, chairman, 
nominating committee; John R. Womer, 
Great Lakes Mortgage Corp., secretary- 
treasurer; F. Z. Gifford, Republic Realty 
Mortgage Corp., vice president; Helen 
Lawler, executive secretary, Chicago MBA; 
George McHenry, George McHenry & Co., 
toastmaster, and Mr. Pollak. Below, others 


at the dinner, left to right, seated: MBA 
President Brown L. Whatley, Jacksonville, 
Fla.; Holman D. Pettibone, president, Chi- 
cago Title & Trust Co., principal speaker; 
George H. Patterson, secretary-treasurer, 
MBA; Joseph M. Mozeris, president, Cook 
County Council of Insured Savings Associa- 
tions, and Joseph T. Lyons, Chicago FHA 
director. Standing: W. C. Rainford, Granite 
City, president, Illinois MBA, which has 
just affiliated with Chicago MBA; L. G. 
Thorp, VA; Lindell Peterson, Chicago 
Mortgage Investment Co.; your editor and 
Frank J. McCabe, Jr., of MBA, and Ferd 
Kramer, president, Draper & Kramer, Inc. 
(Real Estate News photos) 





Greater Miami, only four hotels have 
been constructed in major cities of 


the United States in recent years. 
Office buildings and stores will be 
needed. Besides new dwellings, it is 


estimated that 25 per cent of the pres- 
ent dwellings are dilapidated enough 
to require replacement. There is a 
backlog of several million homes and 
the demand could be stimulated fur- 
ther by a reduction in construction 
costs. 

If federal government expenditures 
drop, taxes will drop, and this will in- 
crease the disposable income. 

Dr. Wernette interjected the idea 
that a modest business decline would 
be far from unsatisfactory. A decline 
of, say, 5 per cent to 8 per cent, he 
pointed out, would be a decline only 
to normal. 

The political factors, he said, are 
extremely favorable, but the problems 
are great and we should not expect 


too much too swiftly. We will see a 
speedy relaxation of controls, prob- 
ably all controls whatever except stra- 
tegic materials, by April 30 of this 


year. The regulatory commissions, 
such as Interstate Commerce Com- 
mission, Federal Trade Commission, 
Securities and Exchange Commission 
and the other so-called independent 
commissions, will have a change of 
attitude, in the main for the better. 
Then he cited possible hindrances. 
They are, as he sees it: 
>> Inflation—this is not expected to 
be a problem unless we get into a 
major war. 


>> Deflation and unemployment— 
this is not expected to go to the extent 
of a major depression. 


>> Excessive taxation. 


>? Drift toward collectivism. This 
brought the comment quoted at the 
beginning of this report. (Next page) 


Thos. McDonald Joins 
Bettes Firm; W. James 
Metz Heads Servicing 


W. James Metz has been appointed 
Director of Servicing and Accounting 
to succeed Thomas E. McDonald, 
who has been in charge of the divi- 
sion since organization but resigned 
to become associ- 
ated with T. J. 
Bettes Company 
Houston, in an ex- 
ecutive position. 

Mr. Metz has 
been assistant di- 
rector of the divi- 
sion since Febru- 
ary 1, 1952. He is 
a graduate of the 
School of Business 
Administration of Northwestern Uni- 
versity and was assistant controller 
with the B. A. Eckhart Milling Com- 
pany of Chicago, prior to his associ- 
ation with MBA. He was with the 
Army Air Force during the war and 
saw service in the Pacific Theatre. 

Mr. McDonald assumes his new 
duties with the Bettes organization 
March | in Houston, where he will 
establish a permanent home for him- 
self and bride—he was married Janu- 
ary 24 in Chicago followed by a 
honeymoon in Hawaii. 

Since organization of the MBA 
Servicing and Accounting division 
more than 30 banks, 48 life insurance 
companies, 11 title companies and 
214 mortgage firms have been visited 
by Mr. McDonald and Mr. Metz, 
giving individual consultation on this 
phase of their business. 





W. James Metz 


Generally, he thought it would be 
unwise, since we are aiming at a bal- 
anced budget, to expect much in the 
way of tax reduction for some time. 
Other estimates: 
>> The Taft-Hartley Act — some 
amendment, no repeal. 
>> Socialized medicine — dead, but 
the problem not solved. 
>> The long term economic outlook 

even more progress than in the 
decades just past. The population 
growth in recent years has fooled even 
the experts. The United States is 
adding each year a population greater 
than the city of Detroit. 

—Harowtp HA.LLet 





People and Events 











“Operation Changeover” was the 
title of the talk which Seattle MBA 
members heard at their recent meet- 
ing and the speaker knew what he 
was talking about, being none other 
than W. Walter Williams, former 
MBA president, who was in on the 
operation as the new Undersecretary 
of commerce. It isn’t the most 
usual thing for a correspondent to be 
elected to the board of directors of 
a life company—but it has happened 
and happened again when W. W. 
McCollum, president, W. W. McCol- 
lum, Inc., Arlington, Va., was named 
a director of Columbus Mutual Life 
Insurance Company at the 45th an- 
nual meeting . . . he also represents 
Ohio State Life, Union Labor Life 
and Life and Casualty. Don’t 
forget to say Col. Byron T. Shutz, 
Col. Charles F. Curry (of Kansas 
City) and Col. Ray R. Dolan (of St. 
Louis . they were commissioned 
by Governor Phil M. Donnelly as 
Honorary Colonels in the State Mili- 
tia and wore their new dignity very 
well at the Governor’s inaugural ball. 
... President’s Calendar: MBA Presi- 
dent Brown L. Whatley addresses the 
New Jersey MBA on March 3... . 
George W. DeFranceaux was elected 
president of Frederick W. Berens, 
Inc., Washington mortgage banking 
firm, and executive vice president of 
Frederick W. Berens Sales, Inc. Hu- 
bert I. Kleinpeter, formerly vice presi- 
dent of Berens Sales, was elected 
president and executive vice president 
of Frederick W. Berens, Inc. Soloman 
Grossberg, Washington attorney, was 
elected to the board of each corpora- 
tion. Mr. Berens recently resigned his 
positions with the firms and disposed 
of his interest in both corporations. 
James A. Graham and Gerard J. 
Manack were made senior vice presi- 
dents and H. Colin Haines, D. O. 
Nichols, Walter C. McKenna, C. 
Windsor Miller, David A. Holmes 
and Kenneth O. Colgan were named 
vice presidents. Percy Wilson 
Mortgage and Finance Corporation, 
Chicago, promoted L. R. Schlichter 
to the position of assistant vice presi- 
dent. 


Robert B. McCall, of the Louisiana 


Fire Insurance Co., Baton Rouge, 


was elected president of the Louisiana 
MBA. He succeeds Robert H. Bol- 
ton, Alexandria. 

Other officers elected were Darwin 
Nichols, Troy & Nichols, Inc., Mon- 
roe, first vice president; Clarence A. 
Legendre, Standard Mortgage Corp., 
New Orleans, second vice president, 
and Jack Cooper, Baton Rouge, sec- 
retary-treasurer. 

Principal address was given by Sam 
Neel, general counsel of MBA; John 
F. Austin, Jr., president of T. J. 





Chek C. Eide V. C. Feemster 


Bettes Company of Houston, Tex.; 
G. D. Brooks, vice president of Na- 
tional Life and Accident Insurance 
Company, Nashville, Tenn., and E. 
A. Camp, Jr., vice president of Lib- 
erty National Life Insurance Com- 
pany, Birmingham, also spoke. 

Appointment of Chek C. Eide to 
the mortgage division of Knutson 
Company, Minneapolis, was an- 
nounced. Eide was formerly presi- 
dent of Nichels & Smith Company, 
Minneapolis, and previously was ex- 
aminer for the VA loan guarantee 
division. 

Virgil C. Feemster has been elected 
president of H. C. Brady, Inc., Wich- 
ita. He succeeds the late H. C. Brady, 
and was former vice president of the 
corporation and active in manage- 
ment and policy-making of the firm 
for the last 17 years. He has served 
as MBA regional vice president and 
on various committees of the organi- 
zation. 

Before coming to Wichita, Feemster 
spent 10 years in the real estate and 
mortgage department of the Com- 
merce Trust company of Kansas City, 
Mo. Earlier he was in the bond de- 
partment of the Federal Reserve bank 
of Kansas City for seven years. 

Other officers elected to serve with 
Feemster are Paul R. Brown, vice 
president; Strong Hinman, secretary, 
and Earl G. Teubner, treasurer. 
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Close 


h* IR the eighth year mortgage lend- 
t 


‘rs and investors from the top 
management level of their institutions 
look at the 
this business of 


making mortgages. It was the MBA- 


New York University yearly economi 


got together for a basic 


trends underlying 


“retreat” for studying just what's 


beneath the 
will affect our own policy-making de- 


going on surface which 


cisions in the months ahead. “Savings 
and the Mortgage Supply” 
theme and it drew the largest confer- 


was the 


ences attendance so fat 


Members 


confirm their own general impression 


heard some opinions to 


of what is ahead—and some dissent- 


ing views as well 


>> Said Dr. Marcus Nadler, of NYU: 
‘In the first half of the year or there- 
abouts, the level of interest rates will not 
be materially different from the present 
Toward the end of the long-term 
ought to moderate de- 


year 
rates witness a 
cline. Under no circumstances, however, 
can one expect a decline in long-term 
rates to the levels which prevailed prior 


Below, left, some of the NYU and MBA personnel who put the 
8th annual conference together express satisfaction at the results. 
are H. W. MacDowell, of NYU, Carton S. Stallard, 
Elizabeth, N. J., chairman of the NYU section of the MBA 
educational committee, and Dr. C. Stewart Sheppard of NYU. 
To the right, Dr. Marcus Nadler of NYU telling the group to 


The three 


reg , 











Look at 


¥ 


Mortgages 


to the unpegging of government obliga- 
tions by the Federal Reserve authorities.” 


>> Said L. Douglas Meredith of the 
National Life Insurance Company: “The 
investment appeal of mortgages depends 
upon the return available when com- 
pared with other available investments, 
have grounds for believing that 
become relatively more 
they have been for the 
past two years. Increased emphasis upon 
uninsured loans may be expected. Mort- 
gage investors will exact high standards 
of servicing in order to avoid losses and 
high costs incident to troublesome cases. 
Finally, part of the investment appeal to 
be found in mortgage loans depends 
upon our willingness to adopt methods 
of handling them which add to their 
investment appeal.” 


>> Said Miles L. Colean (on the idea 
of a central mortgage discount system, 
and for more of what he said see page 
19): “Since the early 1930s there has 
been little original thinking done 
about the Since that 
time, we have proceeded on a crisis-to- 
improvising as we went 
until our direction has 
been blurred if not actually lost. A 
change of administration in Washington 
gives an opportunity and should provide 
the inspiration to start our minds work- 
issues. We have 


and we 
mortgages may 
attractive than 


very 
mortgage system 
crisis basis, 


along sense of 


ing again with basi 
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an opportunity that should not be lost.” 


>> Said Dr. Jules Backman of NYU 
on the touchy subject of commodity 
prices, particularly touchy right now 
with the new administration): “As for 
the long term outlook for commodity 
prices, we have established a new pla- 
teau which is at least 75 to 100 per cent 
above the prewar level. Price will fluc- 
tuate above level. % 


>> Said Roger F. Murray, vice presi- 
dent, Bankers Trust Company, New 
York (on the subject of mortgages for 
pension funds, which a special MBA 
committee is now exploring with the 
idea that more funds ought to buy more 
mortgages): “The demand for 
gages from pension funds in 19 
be negligible. . . . If I were a mortgage 
banker I would not count on any sig- 
nificant volume going into real estate 
mortgages. I would assume that pension 
funds would invest less than $100 mil- 
lion in mortgages, perhaps substantially 
less than that amount. ” And the 
reason at the moment (a reason which 
Murray said may not prevail indefi- 
nitely) is about what you would expect: 
“Under prevailing market conditions 
with an ample supply of corporate 
bonds and the broad field of common 
stocks available, pension funds are sim- 
ply not attracted to FHA and VA loans 
the rate of return at this time does 
not exert a sufficiently strong pull to 
overcome a certain reluctance to enter 
the mortgage field.” 


expect a moderate decline in long term rates later this year: 
G. Rowland Collins, dean of the NYU graduate school of busi- 
ness administration, introducing Dr. Edwin Nourse at the dinner; 
and Robert E. Smith of Mutual Benefit’s city mortgage depart- 
ment and vice chairman of the MBA committee, who is pleased 
at the turnout. Above, MBA-NYU group at the dinner. 











ITH MBA’s Chicago Mortgage 
Conference concluded and _ its 
companion meeting, the Eastern Mort- 
gage Conference in New York sched- 
uled for April 6 and 7, the Associa- 
tion’s extensive program of meetings 
in 1953 will then head westward with 
the first stop San Francisco April 30- 
May | and Kansas City May 4 and 5. 
William A. Marcus, senior vice presi- 
dent of the American Trust Company 
of San Francisco, 
heads the San 
Francisco Clinic 
group working in 
cooperation with 
the Northern Cali- 
fornia MBA. Dale 
M. Thompson, 
president of the 
City Bond and 
Mortgage Co., 
Kansas City, heads 
up the Kansas City Clinic group. 
This is the second stop for MBA in 
San Francisco in less than two years, 
since our 1951 annual convention was 
held there. It’s also the first regional 
meeting since 1947 in Kansas City 
which happens to be home base for 
Past President Byron T. Shutz who 
inaugurated the Association’s series of 
meetings back in 1940. 
The San Francisco Clinic group has 
prepared a comprehensive and diver- 
sified program for the two day meet- 
At the opening session MBA 
President Brown L. Whatley, Clinic 
Chairman Robert H. Pease and Mr. 
Marcus will address the group. This 
will be followed by an analysis of the 
mortgage market by W. A. Clarke, 
president, W. A. Clarke Mortgage 
Company, Philadelphia; “Financing 
Residential Real Estate” by Harry G. 
Baldwin, vice president, Washington 
Mutual Savings Bank, Seattle, and 
“Financing Income Properties—Apart- 
ments” by Eugene S. Cox, manager, 
mortgage loan department, Pacific 
Mutual Life, San Francisco. 
That afternoon Mr. Pease, who is 
president of Detroit Mortgage & 





W. A. Marcus 


regional 


ing. 


Realty Co., will discuss “Financing 
Income Properties, Commercial Prop- 
erties and Industrial Properties,” fol- 
lowed by an analysis of The Prepara- 
Mortgage 


tion and Submission of 








New York Next Meeting, Then Programs 
in San Francisco and Kansas City 


Loans to Investors, Income Proper- 
ties” by J. R. Deppen, vice president, 
Wm. Stanwell Company, San Fran- 
cisco, and “What the Life Insurance 
Company Looks for and Requires in 
Mortgage Loan Offerings” by G. C. 
Pettygrove, Penn Mutual Life Insur- 
ance Company, Oakland. Evening 


Clinic registrants will be guests at a 
reception in the Mark Hopkins Hotel. 

Next morning Linden L. D. Stark, 
vice president, Anglo California Na- 





Kenneth J. Morford W. A. Clarke 





Brown L. Whatley 
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Samuel E. Neel 


Robert H. Pease 


tional Bank, San Francisco, will con- 
duct a panel discussion on FHA, VA 
and conventional loans. Panel mem- 
include J. R. Jones, vice 
president, Security-First National 
Bank, Los Angeles; T. L. Lowe, man- 
ager, real estate division, Pacific Mu- 
tual Life Insurance Co., Los Angeles; 
Harry G. Baldwin, president, 
Washington Mutual Savings Bank, 
Seattle, and W. A. Clarke, president, 
W. A. Clarke Mortgage Company, 


bers will 


vice 
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vice 


R. F. Moretti, 
president of the Bank of America, 
San Francisco, will preside at this 
At luncheon that day, with 
Mr. Marcus presiding, members will 
hear a discussion of the outlook in 


Philadélphia. 


session. 


Washington as it affects the mort- 
gage industry by Samuel E. Neel, 
MBA Washington counsel. At that 
afternoon’s session Wilbur F. Warner, 
vice president, Western Mortgage 
Corp., San Francisco, will preside at 
a session devoted to servicing prob- 
lems and he in turn will speak on 
some of the major considerations 
affecting this side of the business. 
Other talks will be, “The Importance 
of the Servicing Contract by R. C. 
Larson, executive vice president, C. A. 
Larson Investment Co., Beverly Hills, 
California, and “Our Servicing Re- 
sponsibilities to Investors” by Kenneth 
J. Morford, executive vice president, 
Burwell & Morford, Seattle, Wash. 

Willis R. Bryant, assistant vice 
president, American Trust Company, 
San Francisco, is assistant chairman 
of the San Francisco Clinic commit- 
tee and others in- 
clude Wallace 
Moir, Beverly 
Hills; Joseph R. 
Jones, Los Ange- 
les; Ralph E. Bru- 
neau, Phoenix; A. 
M. McDonald, 
Salt Lake City; 
Leonard Downie, 
“he Seattle; William 
wae & yet =f. Bader, Port- 
land, Oregon; and S. P. Applewhite, 
Jr., Phoenix. 

Attendance Committee is headed 
by Henry R. Ehlers, vice president, 
Crocker-First National Bank, San 
Francisco, chairman, and Kirk White- 
head, Linden L. D. Stark, and 
Eugene’ S. Cox, San Francisco. 

Reservations and Registrations 
Committee is headed by Silas O. 
Paine, Marble Mortgage Company, 
San Francisco, chairman; Reception 
and Entertainment Committee is 
headed by C. C. DeWitt, Jr., vice 
president, East Bay Mortgage Com- 
pany, Oakland, chairman, and W. 
M. Holtum, James Alger and R. 
Moretti, all of San Francisco. 

Door and Meeting Room Commit- 
tee is headed by Roy Burton, Trav- 
elers Insurance Co., chairman, and 
Harold Edelen, both of San Francisco, 
and William R. Aydelott, Oakland. 
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What We Must Do to Avoid Recession 


(Continued from page 13 


not exist in 1929, no such palliatives 
can be an acceptable alternative to 
the spontaneous productivity of a 
healthy market. It still remains to be 
proved that they would, even supple- 
mented by more drastic measures of 
massive 
stem 


such as 
sufficient to 


a similar character 
tax abatement, be 
the tide of recession if the ideologies of 
industrial management and industrial 
labor fail to make a peaceful settle- 


ment in even two basic industries 
simultaneously. 
Over against this, we must place 


the fact that our people under the 
developments of the last 25 years have 
both 
and politically, a temperament of im- 


institutionalized, economically 
patience native to the pioneer stocks 
which they They in- 
terpret the “American life” 
and the declarations of the Employ- 
ment Act as meaning that they do not 
have to suffer the deprivations of an- 


trom sprang 


way of 


other real depression. They have been 
told on the highest authority by the 
Administration that they 
need not fear such an eventuality. 


This 


incoming 
raises broad 

the 
assurance 


declaration 
tions. One of 
whether that 
crease the intransigence of either or 
both of the parties that the chance 
of peaceful settlements is materially 


ques- 
major ones is 
will so in- 


reduced. 


>? IF RECESSION COMES: Per- 
haps the other major one concerns 
the means by which that promise is 
to be made good. I suggest only one 
aspect of the matter which seems to 
me a cause of proper concern on both 
sides of the collective bargaining table 
and no less to every thoughtful citi- 
zen. It is this: 
at all general, employment will be 
curtailed all along the line, from the 
coal mine to the beauty parlor. To 


If recession becomes 


get the economy working again, peo- 
ple must be re-employed where they 
have been dis-employed. You cannot 
remedy unemployment in the costume 
jewelry plants and textile mills of 
New England by expanding public 
works in hydro-electric dams in the 
Far West or slum clearance in De- 
troit. There would be a tremendous 
drive for government to take opera- 
tive responsibility for both the manu- 
facture and the distribution of staple 
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wares—in a word, for socialization on 
a scale not dreamed of in this coun- 
try and not practiced in Great Britain 
even at the height of the labor gov- 
ernment’s program. 

This is not to draw a horrendous 
picture of imaginary evils just around 
the corner but to look calmly in ad- 
vance at a rapid train of dangers 
which can be seen following swiftly 
from the failure of any really effec- 
tive readjustment of wage and price 
relations when we attempt to move 
from the condition artificially built 
up during the past 20 years to one of 
really self-sustained domestic pros- 
perity within a structure of interna- 
tional relations such as devolves upon 
us by virtue of our position in a world 
we hope to keep free. 


>> WHAT TO DO: Now for a brief 
and categorical listing of things which, 
in the light of my analvsis of the cur- 
rent and developing situation, gov- 
ernment should do and those things 
that it should not do: 


>»? It should deflate public overcon- 
fidence. President Eisenhower has 
frankly told the country that there is 
no quick and easy way of solving the 
military problem thrust upon us by 
the Kremlin and inherited from the 
outgoing Administration. In the same 
manner, President Eisenhower should 
make it perfectly clear that no mir- 
acle can be performed in the eco- 
nomic sphere; that we shall have to 
continue to live with and try to live 
down the results of the government’s 
bad economic policies and practices 
and, no less, the bad economic policies 
and practices that private business 
has indulged in and that many of 
them will persist in to the extent that 
they find it possible. It will call for a 
bit of patience on the part of the 
public and for some groups to “get 
their sights down” to reality. 

>> The government should frankly 
face the basic difficulties which under- 
lie the superficial prosperity that still 
exists, that will probably persist for 
six months or a year longer, and that 
might be nursed along even further 
by artificial stimulants, ameliorative 
poultices, or psychiatric deceptions. 
Face all the hard realities at the out- 
set, accept promptly or even accel- 


erate whatever deflation is practically 
necessary rather than postpone the 
evil day. Let the “false work” fall 
while the momentum of military re- 
armament and business expansion 
remains strong. Use every legitimate 
means to dampen an_ inflationary 
boom instead of allowing an over- 
confidence boom to aggravate the last 
stages of an over-building boom. 


>> Balance the budget. If this proc- 
ess is carried out with business firm- 
ness, some plans already approved o1 
even projects already begun will have 
to be cut back. 

>> Fund the enormous floating debt 
which hangs over the market into 
longer-term obligations held by gen- 
uine investors, not forced into the 
banks. 

>> Leave money management to the 
skilled hands and the objective minds 
of money technicians, not the political 
intervention of a pressure-conscious 
and pressure-responsive Congress. 
>> Decentralize public enterprise. If 
our economy is to continue full em- 
ployment and full utilization of plant 
after the drain of the military build- 
up abates and as operative economies 
are effected in both the military and 
the civilian activities of the Federal 
Government, there will be a produc- 
tivity in the form of goods and serv- 
ices which cannot be fully distributed 
through the channels of private busi- 
ness enterprise. Much of the demand 
which will evoke this supply expresses 
itself in accordance with our oldest 
traditions, through public agencies. 
It takes the form of public roads 
and other transportation facilities, 
public education, public health and 
recreation, and a considerable range 
of protective, conservationist, and 
other community services. While some 
of these needs should be planned and 
executed on a national scale, many 
of them can be more intelligently 
and economically administered by 
state, regional, and local units of 
government. It is not enough to re- 
sist their concentration in Washing- 
ton. The maintenance of prosperity 
demands that they be vigorously sup- 
ported as well as closely supervised 
from these decentralized centers of 
public enterprise. 

>> Government should lead a cru- 
sade for free market adjustments. The 
tendency of recent years to rely more 


What Not to Do to Avoid Recession 


on government controls and less on 
the free functioning of ever-improving 
private market mechanisms, stands in 
the way of the quick and flexible ad- 
justments that can be made by the 
ingenuity and incentive of private 
enterprise, not by remote control and 
formula subsidies. 


>> WHAT NOT TO DO: Turning 
now to things which government 
should not do if we intend to avoid 
depression not merely for ourselves 
in the short run but for America as 
the responsible leader of a stabilized 
society of free nations: 

>> It should not continue military 
expenditures, conservation payments, 
industrial subsidies, or similar outlays 
merely for the sake of keeping firms 
afloat or labor on the payroll. There 
are enough things that ultimate con- 
sumers need and want to keep us 
fully employed if money flows are 
established through proper terms of 
trade. 

>> It should not lower taxes until 
expenditures have been brought down 
to the level where no further deficits 
are piled on top of our present public 
debt. It would even be a smart thing 
for business to allow the excess profits 
tax, bungling though it is, to continue 
beyond its present expiration date on 
the theory that competitive pricing 
or even wise price administration 
would, in the not distant future, affect 
such adjustments that this tax would 
be no more than a nominal burden 
on them. Of course, revisions to take 
the legitimate interests of small and 
new business into account should be 
made before the law was extended. 
>> Government should not erect pro- 
tective tariff barriers to shelter do- 
mestic business from the competition 
of other nations of the free world 
who can buy our own exports, sus- 
tain themselves, and play their role 
in the society of free nations only if 
given access to as free a market as is 
practicable in view of legitimately 
vested interests. 

>> Government should not embark 
on stockpiling operations to relieve 
particular groups of producers of the 
need of finding a permanent supply 
and demand equilibrium in their re- 
spective markets. Stocks already im- 
pounded cannot be dumped on the 


market without disruptive results but 
should be made subject to a long 
range liquidation policy. If the dis- 
tinctive character of the agricultural 
industry seems to require market 
equalization operations, they should 
be on a sliding-scale of support, with 
administration removed as far as pos- 
sible from political pressures. 

>> Last and most important, the 
government should not allow itself 
to be drawn into actual operative 
functions for the sake of stemming 
recession or promoting recovery. Pub- 
lic responsibility for the welfare of 
the economy can be adequately dis- 
charged through credit extensions and 
the judicious payment of direct relief, 
whereas nationalization of basic in- 
dustries or intrusion of government 
into the operative role does not solve 
the basic economic problems but sim- 
ply transfers them from the area of 
market determination to that of po- 
litical control. 

The outgoing Administration did 
not solve the nation’s economic prob- 
lems — and the November elections 
did not vote them out of existence. 
The role of government is to make 
favorable conditions for private busi- 
ness but should not itself undertake 
to do the nation’s business. 


MORTGAGE INSTITUTION 
(Continued from page 22) 


a position to exert influence on the 
policies of the mortgage instrumental- 
ity. While this principle seems to me 
to be axiomatic, the method of its 
implementation is far from self-evi- 
dent. There are a number of possi- 
bilities, ranging from complete man- 
agerial domination to simply a final 
voice in the establishment of discounts 
and premiums on purchases and sales 
of mortgages. This question must be 
added to the other requiring serious 
study. 

There are stil] other questions that 
are raised by this whole subject. Is 
there any way in which the Home 
Loan Bank System might be broad- 
ened so as to obtain the scope orig- 
inally sought for it? If this could be 
done, would an adequate secondary 
market facility be provided? Should 
the proposed secondary facility deal 


only in insured and guaranteed mort- 
gages, or should its advantages be also 
extended to take in mortgages held 
by government-insured institutions, or 
should it in addition make credit 
available on conventional home mort- 
gages made by non-insured institu- 
tions? 

The resolution of the secondary 
market questions involves finding solu- 
tions to some very knotty problems. 
Since the early 1930s, after the Home 
Loan Bank Act and the National 
Housing Act were passed, there has 
been very little original thinking done 
about the mortgage system. Since that 
time, we have proceeded on a crisis- 
to-crisis basis, improvising as we went 
along until our sense of direction has 
been blurred if not actually lost. A 
change of administration in Washing- 
ton gives an opportunity and should 
provide the inspiration to start our 
minds working again with basic issues. 
We have an opportunity that should 
not be lost. 


A Permanent Binder 


. .. to keep your 
MBA services for 
ready reference 


You can secure this conven- 
ient, imitation leather, loose 
leaf binder to keep all the 
services you receive from 
the MBA Chicago and Wash- 
ington offices (except The 
Mortgage Banker) for quick 
handy reference. With your 
firm name printed in gold 
letters the charge is only 


$5 
Order from 


Mortgage Bankers 
Association of America 


111 West Washington Street 
Chicago, Illinois 











Tue advertising medium to 
reach the mortgage industry is 
The Mortgage Banker. At low 
cost, you buy a select, concen- 
trated circulation of more than 
3800. Rates on request. 
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Your Business Needs a Good Cashier Card 


that incorporates the best ideas in use today 


And here is one 


YR a cashier to process both mail 


and over-the-counter payments 


efficiently, a 
that can be identified at a glance and 
The information 


card must be provided 
handled with speed. 
on the card must be so arranged that 
it is not only easily discernible by the 
legible to the 
as posting 


cashier but also easily 


bookkeeper who uses it 
media. To meet the 
of both the cashier and bookkeeping 


used in 


requirements 


departments, care must be 
the designing of this card 
during my 


compa- 


Statistics accumulated 
with 
nies, title insurance companies, and 
life insurance companies show that 
firms are 


visits banks, mortgage 


about one-third of these 
using the cashier card and the other 
two-thirds are using some other type 
of media. Regardless of the type ol 
record used, each has its advantages 
and disadvantages depending primar- 
ily upon the internal organization of 
the company and the external factors 
of the community. This article is not a 
discussion of the types of cashier rec- 
the 
but rather seeks to point out some of 


ords or use of the cashier card 
the good features of the various cash- 


ier cards that are in use today. 


Che card shown on this page in- 
corporates the best designing and op- 
servicing managers 


erating ideas of 


all over the country. It is presented 


here as a standard for comparison 
to those who are now using the cashie1 
card. To those firms who are now 
planning to change to cashier cards, 
this sample should aid them in de- 


signing their own card. 


One the 
card reproduced here is the sorting 


distinguishing factor of 


feature. You will notice a row of holes. 


numbers, and several notches along 
the upper edge of the card. Each in- 
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vestor is assigned a number; this num- 
ber is notched on all cards represent- 
ing loans held by that investor. In a 
like manner, numbers designating the 
type of loan (GI, FHA and conven- 
rate of interest, and servicing 
notched on each card 
In fact, all the perti- 
nent information shown on the face 


tional) , 
fee factor are 


for each loan. 


of the card for which a sort is neces- 
sary is coded and notched on this card. 


The essence of this semi-mechanical 


principle is to reduce personnel sorting 
time and to minimize greatly the pos- 
sibilities of errors. 

After the cards representing the 
total collections for the day have been 
balanced with the total cash received, 
it is necessary to determine the amount 
of money belonging to each investor 
and the correct deposit for the various 
custodial FHA and non-FHA bank 
Furthermore, either in the 
bookkeeping 


accounts. 
cashier department or 


































































































































































































eeVeeesoeeeee eecsieceVesioeeseevls 
p92 824867 BOM wt wit oagatis egougsggisgege@ Beger7 sé 
INVESTOR Tyre RATE DART Ici DATION 
NAME John and Mary Doe INVESTOR NO. 
5S} INVESTOR All American life 
Forrest, Illinois TYPE_GI INT. RATE te 
PROPERTY ADDRESS Same SERVICE FEE 1/2 
TELEPHONE srdmore-9163 < JOUR_NO. Gr No. LH 97317 
AMOUNT 9 LQ4N $10,000 TERM 2h years PAYMENT SCHEDULE 
= Te 12-6- 
DATE « MORTGAGE 12-28-51 maruniTy pare 1-1-75 } 5 
—} Sele 
MIP --- 
16.93 
PRIN. & INT. 5h..07 
TOTAL PAYMENT | 71.00 
TE AMOUNT | LATE nal INTEREST PRINCIPAL BALANCE ESERVES 
PAID PAID NO. 
ae Zij- U eS | / 
3-/ ~ ZZ\- | 2 3326 aoe tee _— 
4-1 | 4-47 1_ 7 3 34+9 9088 29-3-26-7 — 
5 33.06 21.01 989502 
™ 6 3299 2108 987454 a 
® +_—_—_ 7 3292 2115 985339 
| se 8 3284 2123 983216 
= ss 9 32.77 2130 981086 
10 32.70 2137 978949 
— | 1] 3263 2144 976805 
12 3256 2151 9,746.54 
= — 13 3249 2158 972496 
a 14 3242 2165 970331 
Ss oa 15 3234 21.73 9368158 
146 3227 21.80 9659.78 
17 3220 2187 963791 
14 3213 2194 961597 
= 19 32.05 2202 959395 
So 20 3198 22.09 957186 
@# 3232 2216 9549.70 
22 3183 2224 9352746 
. 23 31.76 2231 950515 
24 3168 2239 9,482.76 
ae 25 3161 2246 9346030 
26 31.53 22.54 9,437.76 
27 3146 2261 941515 
28 3138 2269 939246 
29 3131 22.76 936 9.70 
Se iy 2284 9346.86 

















































































































department, each investor’s cards must 
be grouped by interest rate and fur- 
ther segregated by servicing fee. This 
can be easily accomplished by taking 
a stack of cards and inserting the 
sorting needle (similar to an ice pick) 
in hole No. 1. By lifting the needle all 
cards representing investor No. 1 will 
drop while the unnotched cards will 
remain on the needle. Thus one in- 
vestor’s cards have been separated 
from all others. Insert the needle in 
hole No. 2, No. 3, etc. of the remain- 
ing stack until each investor’s cashier 
cards have been segregated. The same 
procedure is followed in order to 
group each investor’s cards by types of 
loans, interest rates, and servicing fee 
factors. For a company servicing loans 
for a number of investors, loans made 
at several interest rates, and loans in 
which the correspondent’s rate of par- 
ticipation is computed at various per- 
centages, this sorting device can save 
many man hours of labor each month. 
One official of a mortgage company 
told me recently that he had to sep- 
arate one investor’s cards into twenty 
different groups. To do this sorting 
without the use of the sorting needle 
feature requires considerable time 
and as the company increases its sérv- 
icing volume, the job becomes more 
burdensome. 


The cashier cards found in the vari- 
ous companies today range in size 
from 3x5” to 10x14” and cover a 
period of from 12 months to 5 years. 
It is important that the card be of 
handy size, not so large as to become 
cumbersome to handle but large 
enough to accommodate the recording 
of payments for at least 36 months. 
The card can be pre-scheduled by 
copying in long-hand, the breakdown 
from an amortization schedule, by pre- 
posting from a schedule with a book- 
affixing a portion of a ready made 
schedule to the face of the card. All 
three methods are in use today. In 
most instances, the latter alternative 
offers the greatest advantage to the 
average company. Surprisingly 
though, very few companies use this 
method. The companies that ex- 
pressed a dislike for this method of 
setting-up the cashier card by at- 
taching a portion of an amortization 
schedule to it, stated that the crowded 
figures on the schedule restrict the 
width of the lines on the card thereby 
limiting the ease of entering the pay- 


ments and making it difficult for 
the machine operator to copy the 
correct distribution of the payments. 
In these cases double-spaced amorti- 
zation schedules are recommended. To 
reduce the possibility of picking up 
the wrong figure, it is suggested that 
the interest-principal portion of the 
payment be crossed off each month 
by the machine operator after the item 
has been posted to the bookkeeping 
records. 

The sequence of columns on the 
cashier card should be arranged so as 
to provide a continuous flow of copy 
work for the bookkeeping machine op- 
erator. Skipping around takes time 
and increases the possibilities of errors. 
The sample shown here was designed 
to conform with a remittance report 
arrangement acceptable to the ma- 
jority of institutional investors. 

The amount of original loan infor- 
mation shown in the upper portion of 
the cards varies from company to 
company. The tendency is, however, 
te show too much data. Unnecessary 
details occupy space that could be 
used for more worthwhile purposes. 
Proper arrangement of this informa- 


tion cannot be overemphasized. Cer- 
tain items such as mortgagor’s name, 
loan number of the mortgagee, and 
in some cases the mortgage company 
loan number, are referred to continu- 
ously throughout the servicing routine 
and therefore they should occupy 
prominent positions on the card. 

The size of these loan numbers is 
also very important. Large boldfaced 
numerals, rubber stamped on the card 
as shown in the exhibit, provide for 
more rapid processing of the payments 
and for fewer errors. 

Many firms today still break down 
the escrow deposit each month into 
its components of taxes, hazard in- 
surance, and FHA mortgage insur- 
ance premium on this card. This 
is a waste of time, effort and space. 
One column for the total escrow de- 
posit is all that is necessary since the 
breakdown, which usually does not 
change more than once annually, can 
be shown on the upper portion of the 
card. It is even a waste of time to 
enter this total constant amount each 
month. Merely a check mark in this 
column indicates to the bookkeeping 

(Continued on next page) 
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RIGHT NOW | DON'T KNOW WHAT/ TO YORK RECORDS. 

THOSE EMPLOYEES CAN | THE COST IS LESS THAN 2¢ 
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ORWARD MORTGAGE 
COMPANY DECIDES 
—=>S NOW ISTHE TIME! 
(*3 OF A SERIES ) 
YES, NOW 1S THE TIME! 


The time for the servicer to install YORK RECORDS is 
now, during the slow mortgage season, and while in- 
vestors are making up their minds on SINGLE DEBIT. 
You'll be way ahead of the field and have a more 
economical operation besides. 


SINGLE DEBIT and SINGLE CREDIT make the preprinted 
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and balanced YORK RECORD a cashier card and ledger 
combined. They completely eliminate copying of 
schedules and preparation of journals and remittance 
reports. 

Prepay your old expenses of transcription by ordering 
YORK RECORDS today. Ask for our free brochure. 


ph SERVICE Kap mticecinyin 
___ YORK, PENNSYLVANI 
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MILLION OR MORE STARTS 
(Continued from page 9) 
the Federal Reserve Board has the 
authority to do so if the annual rate 
of starts exceeds 1,200,000 for three 
consecutive months. Unless there is 
some unexpected development it ap- 
pears likely that material controls will 
be further relaxed or eliminated com- 
pletely by mid-year. 
An interesting fact about present 
housing volume, and one that has not 
received a great deal of attention, is 
the relatively small amount of rental 
type housing now being built. During 
the building boom of the twenties, 
from 1922 through 1928, units in 2- 
or-more-family structures constituted 
around 40 per cent of the total vol- 
In 1927 the percentage hit a 
peak of 44. Since World War II, 
however, rental-type housing has 
never run over 22% per cent. This 
was in 1949 at the peak of the “608” 
program. 


ume, 


Currently the average is about 17 
per cent. These percentages are based 
upon the combined total of public 
and private nonfarm housing. If we 
consider private housing only, the 
proportion of rental-type units being 
built is even lower. In 1952 these 
units made up only 12 per cent of 
all private housing units started. On 
the other hand the 1950 Census of 
Housing disclosed that almost 47 per 
cent of all occupied nonfarm dwelling 
units were being rented. 

It appears that there is a growing 
shortage of rental housing even al- 
lowing for the recent trend toward 
home ownership. The filling of this 


CASHIER CARDS 
(Continued from page 35) 
department that the amount has been 
collected. In the event that addi- 
tional sums are collected for tax short- 
age or for increased insurance cover- 
age, these amounts can be earmarked 
in the adjacent column if a detailed 
distribution is necessary on the book- 

keeping records. 

The design of the cashier card as 
well as many of the other forms used 
by the mortgage banker plays a major 
role in determining the overall effi- 
ciency of the organization. A better 
card cuts down on work and operat- 
ing costs. 
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need could well sustain the housing 
market if the volume of single-family 
home building should drop. 

In other respects, 1953 should be 
a favorable year for builders. It will 
be possible to achieve better coordina- 
tion in the purchase and delivery of 
materials, and better scheduling of 
the operations of employees and 
the work of subcontractors. Much 
less time should be needed in “trou- 
ble shooting,” leaving more time to 
investigate and try out some of the 
hundreds of good ideas. Builders will 
have more time in 1953 to study and 
to put into effect some of the proven 
techniques which are being brought 
to light. 

Builders will have more time in 
1953 to devote to many other activi- 
ties which are basic to the continued 
long term progress and development 
of the home building industry. While 
much has been done there remains as 
much more to do in the moderniza- 
tion of building codes, especially in 
the substitution of performance codes 
for material specification codes. Like- 
wise, much still remains to be done in 
the modification of other restrictive 
practices that have hampered the for- 
ward progress of the building indus- 
try. 

If builders succeed in building a 
million new dwelling units in 1953, 
the end of this year will bring us 
closer to that time when supply and 
demand are in balance. This situation 
will, of course, be considerably differ- 
ent from one section of the country 
to another since homebuilding is pre- 
dominantly a local industry. As the 
point of balance is reached the need 
for knowing more about the local 
market will increase. 

Knowing of the need for housing 
statistics is only an orderly start on 
the problem. Satisfying that need is 
a separate and more difficult problem. 
There is a dearth of statistical and 
economic information in the field of 
construction, even on a national basis. 
In most of the metropolitan areas 
throughout the country, with very few 
exceptions, the situation is much 
The maintenance of a sound 
construction industry in the next few 
years after 1953, will depend to a 
large extent on ability to stimulate, 
forecast, and satisfy the market de- 
mand. We need much more detailed 
current data on homebuilding. 
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Mr. Suburb kissed his wife a fond fare- 
well as he was about to catch his morning 
bus. But, for the first time in five years, 
he missed it. Thinking to surprise his 
spouse, he tiptoed into the kitchen. and 
implanted a tender kiss on the back of 
her neck as she was washing the dishes. 

“Good morning,” she said, “I'll have 
two bottles of milk and a pint of cream.” 


A drunk fell out of a sixth story window 
and landed in the street without any ap- 
parent harm. 

A crowd gathered around him and a cop 
rushed up and said, “What happened?” 

“I don’t know,” said the drunk, rising 
and brushing himself off, “I just got here 
myself.” 


A young officer who was nothing if not 
efficient was inspecting Selective Service 
Headquarters in the South. Noting that 
the number of desks, telephones, and type- 
writers seemed far in excess of personnel, 
he asked one of the girls, “What is the 
normal complement of this office?” 

The girl was puzzled only for a moment. 
“Well, suh,” she replied, “Ah reckon the 
most usual compliment is ‘Howdy, honey, 
you're sure luscious-lookin’ this mawnin.’ ” 


A parson was counseling one of his pa- 
rishioners about his matrimonial troubles. 
Said the parson, “I’m sorry that discord 
has set in; but you must remember that 
you took your bride for better or for 
worse.” 

“Yes, sir,” replied the dejected husband. 
“IT know, but she’s worse than I took her 
for.” 


There was a sad accident one day in the 
heart of the Ozark Mountains. A farmer’s 
mule kicked his mother-in-law to death. 
A tremendous crowd turned out for the 
funeral, but it was made up almost entirely 
of men. The minister commented, “This 
old lady must have been mighty popular 
because so many people will leave their 
work to come to her funeral.” 

“They're not here for the funeral,” said 
the surprised farmer. “They're here to 
buy the mule.” 





The wife of a Congressman sat up in 
bed one night, a frightened look on her 
face. “Jim,” she whispered, “there's a 
robber in the house.” 

“Impossible!” was the reply. “In the 
Senate, yes; but in the House, never!” 


A big bunch of rabbits was being chased 
by some hungry dogs when two of them 
got lost from the others—with the dogs 
right after them. Finally one rabbit 
yelled to the other, “Shall we stop so we 
can out-number them before long—or shall 
we keep on running?” 

“I got news for you” said the other 
rabbit, ““We'd better keep on running- 
we're brothers.” 








THE ONLY REAL GUARANTY AGAINST 
LOSS DUE TO TITLE TROUBLES 


Title Insurance Company of Minnesota is prepared to take care of the 
title insurance needs of mortgage bankers generally in the states listed. 
Policies are issue through branch offices, agents, or direct from the home 
office. The service is planned by mortgage bankers for mortgage bankers. 


MINNESOTA TENNESSEE WEST VIRGINIA 
UTAH KENTUCKY SOUTH CAROLINA 
OHIO MONTANA KANSAS 

FLORIDA WYOMING SOUTH DAKOTA 
GEORGIA NEBRASKA LOUISIANA 
MISSOURI MISSISSIPPI NORTH DAKOTA 


Capital, Surplus and Reserves 
in excess of $2,500,000 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lincoln 8733 
MINNEAPOLIS 2, MINNESOTA 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 
and in the 
Territory of Alaska 


MARYLAND—KANSAS CITY TITLE INSURANCE CO., INC., OF MARY- 
LAND (a Maryland Corporation), 21 South Calvert St., Baltimore, Mary- 
land, a wholly owned subsidiary of our Company, issues policies covering 
properties in Maryland, and all of such policies of said Maryland corpora- 
tion are wholly reinsured by our Company by endorsement upon each 
policy. 





Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





